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SUMIIARY  OF  FINDINGS 


The  staff  f miction  of  financial  administration  is 
vitally  important  as  a  tool  in  the  management  of  city  affairs 
if  that  management  is  to  furnish  maximum  service  to  the  citizens 
within  their  ability  to  pay.   The  provisions  made  in  Boston 
for  financial  administration  are  not  adequate  to  insure  maxi- 
mum effectiveness  in  accomplishing  this  objective.   Perhaps  the 
most  important  contributing  factors  to  this  situation  are  re- 
spect for  tradition,  and  the  pervasive  nature  of  controlling 


tion  and  have,  in  fact,  taken  the  initiative  in  introducing 
new  and  better  procedures  within  their  departments.  However, 
the  resistance  to  change  inherent  In  large  organizations  with 
long  histories  has  made  it  extremely  difficult  for  oven  the 
most  progressive  officials  to  introduce  fundamentally  new  ad- 
ministrative concepts,  and  the  lack  of  career  men  In  most  key 
administrative  positions  tends  to  preclude  continuing  campaigns 
to  this  end. 

'The  following  paragraphs  outline  the  more  important 
findings  of  this  report  which  have  given  rise  to  the  general 
statement  above. 

Organization  for  Financial  Administration 

Boston's  financial  functions  are  dispersed  among  sev- 
eral mutually  independent  agencies,  each  reporting  Individually 
to  the  chief  executive.   This  dispersion  of  responsibility  and 
authority  prevents  the  achievement  of  a  truly  high  degree  of 
integration,  coordination,  and  cooperation  among  agencies  en- 
gaged in  administering  the  various  aspects  of  the  City's  fiscal 
affairs.   It  leads  to  duplication  of  effort  and  interdepart- 
mental jealousy,  encourages  waste  of  effort  on  uncoordinated 
objectives,  and  helps  to  stagnate  outmoded  procedures.   There 
is  no  single,  authoritative,  central  source  of  financial  in- 
formation and  advice  for  the  guidance  of  the  city  administra- 
tion.  Responsibility  for  cash  collections  and  for  subsequent 
custody  of  cash  is  divided  between  two  offices.   The  potential 
advantages  of  specialization  are  not  fully  realized. 

The  organization  for  financial  administration  is  fur- 
ther deficient  in  that  it  makes  no   provision  for  centralized 
control  over  expenditures  for  personal  services,  although  such 

"~.ng 
.n 
.on 
of  internal  check. 
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Budgeting  and  Budgetary  Control 

The  City's  financial  plan  -  the  budget  -  is  developed 
and  adopted  piecemeal.   No  agency  ever  considers  the  total  plan 
as  a  whole  so  that  the  wishes  of  the  taxpaying  public  with 
respect  to  levels  of  expenditures  and  the  allotment  of  resources 
for  municipal  activities  may  be  given  intelligent  expression 
in  a  balanced  financial  program;  nor  does  any  single  document 
reveal  the  entire  plan  in  detail.   The  situation  is  partly  at- 
tributable to  the  fact  that  the  budget  calendar  is  not  suited 
to  the  fiscal  year,  since  the  fiscal  year  begins  Jammry  1  while 
the  appropriation  ordinance  is  enacted  around  April  1.   Sven 
at  the  time  the  appropriation  ordinance  is  passed  by  the  City 
council,  a  group  of  important  expenditure  requirements  are  not 
yet  known,   ^oreover,  the  budget  calendar  is  so  arranged  that 
the  city  must  cnerate  without  any  financial  T^lan  for  three 
months  or  more  each  year. 

The  mechanics  of  gathering  department  budget  requests 
are  satisfactory,  but  the  examination  of  rcquo-ts  by  the  budget 
department  is  of  inadequate  critical  value  because  of  limited 
staffing,  which  precludes  any  comprehensive  program  of  internal 
administrative  auditing  by  that  department. 

The  mayor's  budget  report,  because  of  the  deficiencies 
in  the  budget  calendar,  is  in  no  sense  the  complete  proposed 
financial  plan  it  should  be. 

The  City  lacks  any  coherent,  long  term  capital  improve- 
ment program  upon  which  to  base  its  capital  budget,  and  so  must 
allot  resources  to  capital  projects  largely  on  an  opportunistic 
basis • 

The  form  of  the  appropriation  ordinance  is  unsatis- 

JL   J-  J- 

factory  in  several  respects.   Appropriations  are  detailed  by 
department  and  object,  but  without  distinguishing  the  character 
of  items;  that  is,  as  to  whether  expenditures  represent  ordinary 
recurring  expenses,  extraordinary  expenses,  or  capital  outlay. 
Funds  are  not  budgeted  as  entities.   Appropriations  arc  made  in 
far  too  much  detail  as  to  the  object  of  expenditures,  with  the 

result  that  numerous  transfers,  with  all  the  processing  and  book- 

--ir]-  ^  '        ■  -  *        ■ 
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The  appropriation  ordinance  attempts  to  apportion  financial 
administration  expenses  both  to  self-supporting  enterprises  and 

»ar-' 

net 

>epi 

men's  compensation  payments,  and  similar  obligations  not  payable 
from_ pension  or  retirement  funds,  are  made  to  the  departments 
in  which  the  employes  last  served,  thus  contributing  to  the 


-3- 


complexity  of  accounting  for  disbursements  while  adding  nothing 
to  the  value  of  statements  of  department  operating  expenses. 

Administrative  controls  over  expenditures  under  appro- 
priations are  weak.   A  very  large  number  of  transfers  from  item 
to  item  are  made  either  because  of  budgeting  inaccuracies  or  be- 
cause appropriations  are  made  in  unrealistic  detail.   There  is 
no  real,  central  control  over  expenditures  for  personal  services 
because  departments  do  not  operate  under  a  truly  comprehensive 
position  authorization  plan  policed  by  a  budget  department. 

Continuing  appropriations  are  unduly  relied  upon  for 
capital  improvement  programs,  even  when  they  are  not  financed 
by  loans  and  are  carried  in  special  funds,  so  that  budgets  carry 
more  than  the  amounts  of  the  planned  expenditures  for  the  cur- 
rent year.   The  phasing  of  work  programs  for  such  projects  is 
not  reflected  in  budgets. 

A  very  excellent  set  of  appropriation,  encumbrance, 
and  expenditure  accounts  has  been  established  in  the  auditor's 
office.   The  machinery  and  forms  used,  and  the  provisions  for 
internal  check,  are  adequate.   The  effectiveness  of  the  accounts 
for  budgetary  control  purposes  is  being  reduced,  however,  by 
insufficiently  close  control  over  recurring  charge  items,  and 
by  rather  large  scale  use  of  confirming  purchase  orders,  which 
may  permit  inadvertent  over expenditure  of  appropriations. 
Moreover,  certain  departments  are  exempted  by  statute  from  nor- 
mal controls  over  expenditures  when  they  exceed  appropriations. 

The  City  makes  no  provision  for  central  administra- 
tive control  over  rates  of  expenditure  under  department  appro- 
priations, which  may  lead  not  only  to  overexpenditure ,  but  also 
to  unbalanced  outgo  and  income,   Boston's  revenue  realizations 
are  heaviest  in  the  latter  half  of  the  year  when  property  taxes 
are  collected,  but  it  has  no  machinery  for  assuring  the  defer- 
ment of  appropriate  classes  of  expenditures  until  that  time. 
The  lack  of  an  allotment  system  to  control  rates  of  expenditure 
is  an  important  deficiency  in  the  financial  administration 
machinery. 

Administration  of  Revenues 

Those  revenues  of  the  City  which  present  substantial 
administrative  problems  are  the  real  property,  personal  proper- 
ty, poll,  and  motor  vehicle  excise  taxes,  and  department  rev- 
enues from  services. 

Tax  collections  are  based,  for  the  most  part,  upon 
bills  and  rolls  prepared  on  punch  card  equipment  in  the  asses- 
sor's office.   With  minor  exceptions,  the  processing  of  these 
bills  and  rolls  is  considered  to  be  handled  properly  until  the 
point  of  actual  mailing.   At  the  time  of  current  and  demand 
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mailings,  a  great  deal  of  tine  is  devoted  to  the  preparation  of 
mailing  affidavits,  as  required  by  lav/,  which  serve  no  useful 
purpose. 

The  clerical  effort  entailed  by  a  most  complex  method 
of  maintaining  records  of  delinquent  taxpayers  until  properties 
are  foreclosed  and  sold  is  so  great  as  to  defy  description. 
List  after  list  of  properties  and  owners  is  meticulously  hand 
prepared.   To  ascertain  the  status  of  a  given  property  requires 
reference  to  numerous  documents  in  various  offices.   Advertising 
requirements  and  requirements  for  the  recording  of  deeds  to  regis- 
ter tax  titles  add  greatly  to  the  clerical  workload.   Much  of 
this  clerical  effort  may  be  traced  to  strict  interpretations  of 
legal  requirements  which  date  from  early  Massachusetts  history, 
and  to  the  division  of  administrative  responsibility  for  delin- 
quent tax  collections  between  the  offices  of  the  collector  and 
treasurer.   The  entire  tangled  web  could  bo  straightened  out 
to  the  considerable  profit  of  all  concerned  by  aggressive  modern- 
ization of  statutes  and  recordkeeping  procedures. 

Boston  employs  collectors  on  a  fee  basis  to  collect 
delinquent  personal,  poll,  and  motor  vehicle  taxes,  although 
this  basis  of  remuneration  has  been  discarded  in  progressive 
revenue  collecting  organizations.   Moneys  handled  by  such  col- 
lectors are  not  under  satisfactory  control.   Personal  property 
and  poll  taxes,  in  their  present  forms,  are,  moreover,  subject 
to  question  as  to  their  appropriateness  as  revenue  sources  in 
view  of  the  impossibility  of  equitable  administration.   Motor 
vehicle  excise  taxes  are  similarly  difficult  to  administer  at 
the  local  level  and  revenue  is  lost  through  failure  to  require 
payment  of  this  tax  as  a  prerequisite  to  issuance  of  state 
registration  certificates. 

Department  revenues  collected  through  ''commitment" 
of  accounts  to  the  City  collector  are  well  administered.   In 
the  case  of  revenues  collected  directly  by  numerous  scattered 
departments,  however,  no  central  controls  have  been  established 
over  receipt  forms  or  collection  methods,  and  depositing  pro- 
cedures are  unnecessarily  complicated. 

Cash  Receiving  and  Accounting  Procedures  of  the  Collectors 
Office 

Provisions  for  internal  check  to  protect  cash  and  for 
the  handling  of  deposits  in  the  collector's  office  are  generally 
satisfactory.   Mail  remittances,  however,  are  not  protected  by 
independent  batch  records,  and  hand  preparation  of  itemized 
deposit  slips  is  unnecessarily  expending  clerical  effort. 

The  collector's  office  makes  use  of  punch  card  equip- 
ment to  establish  internal  check,  classify  receipts,  and  prepare 
accounting  tabulations.   It  is  believed  that  this  particular 
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application  of  punch  card  equipment  is  subject  to  considerable 
question  as  to  its  soundness,  and  that  alternative  equipment  could 
be  used  at  considerable  annual  savings  in  cost. 

Freaudit  and  Payment  of  Claims  Represent  inn;  Disbursements 

Boston's  basic  system  for  controlling  and  accounting 
for  disbursements  is  defective  in  that  (1)  accounting  records 
in  the  auditorb  office  are  widely  duplicated  in  the  operating 
departments;  (2)  a  substantial  part  of  the  preaudit  process  is 
duplicated,  being  performed  in  both  the  operating  departments 
and  the  auditor's  office;  (3)  the  use  of  the  draft  system  for 
authorizing  expenditures  grossly  complicates  the  flow  of  work; 
(i|.)  certain  disbursements  are  being  made  without  formal  author- 
ization; and  (5)  time  lags  introduced  by  department  handling  of 
invoices  introduces  inaccuracies  in  the  balances  of  appropriation 
accounts.   The  system  requires  modernization  and  simplification 
by  a  program  of  changes  which  should  include,  as  essential  steps, 
the  abandonment  of  the  draft  system  as  now  constituted,  the  cen- 
tralization of  practically  all  general  accounting  records  in 
the  auditor's  office,  the  use  of  a  standard  invoice  system, 
the  routing  of  invoices  directly  to  the  auditor's  office,  the 
centralization  of  preauditing  responsibility,  the  use  of  warrant- 
checks,  and  the  initiation  of  a  more  comprehensive  financial 
reporting  system. 

Within  the  present  system,  certain  interim  improvements 
should  be  made.   Closer  supervision  over  preauditing  activities 
is  required  and,  at  latest  report,  is  being  provided.   The  effi- 
cacy of  the  preaudit  with  respect  to  recurring  charge  items 
and  contract  payments  should  be  improved. 

Operating  departments  are  ignoring  deadlines  set  for 
monthly  drafts,  thus  overly  complicating  procedures  in  the 
auditing  department. 

The  disbursement  system  permits  the  City  to  take  ad- 
vantage of  nracticallY  all  discounts  offered  by  vendors,  but  the 
Cit\7  is  not  taking  advantage  of  the  intention  announced  on  its 
purchase  orders  to  deduct  a  discount  for  immediate  payment  un- 
less the  vendor  specifically  prohibits  this  action. 

"Special"  drafts  arc  used  to  authorize  the  issuance  of 
checks  to  the  public  welfare  department  for  re-disburscment  by 
that  department  in  the  form  of  relief  payments.   The  initial 
disbursement  from  City  funds  is  made  against  requirement  estimates 
in  round  figures  and  is  treated  on  the  books  of  the  City  as  any 
other  disbursement,  even  though  unknown  amounts  of  unused  bal- 
ances may  be  maintained  in  the  special  bank  account  under  the  con- 
trol of  the  welfare  department.   Apparently  the  genesis  of  the 
procedure  is  in  the  volume  of  welfare  payments,  which  are  made 
on  punch  card  checks,  the  issuance  of  which  from  oither  the  City 
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treasurer's  office  or  the  auditor's  office  would  be  awkward  ad- 
ministratively.  No  objection  can  be  raised  to  the  principle 
of  delegating  control  over  the  determination  of  the  propriety  of 
welfare  payments  to  the  welfare  department,  but  strong  objection 
is  raised  to  the  creation  of  a  special  bank  account,  beyond  the 
control  of  the  City  treasurer,  containing  balances  not  reflected 
in  central  accounting  records. 

i.Iechanical  procedures  for  preparing  payrolls  and 
some  pay  checks  are,  on  the  whole,  acceptable,  and  responsibility 
therefor  is  appropriately  centralized  in  the  auditor's  office. 
But  the  pay  system  itself  is  incredibly  complex  because  of  lack 
of  standardization  of  pay  periods,  methods  of  payment,  and  methods 
of  delivering  payment;  and  because  of  the  large  number  of  small 
payrolls.   Payrolls  do  not  conform,  to  organization  units  be- 
cause departments  may  submit  rolls  carrying  small  groups  of 
payees  to  assure  prompt  handling.   Monthly,  semi-monthly,  and 
weekly  pay  periods  are  in  use.   Individuals  may  be  paid  either 
by   check  or  in  cash.   The  entire  system  needs  a  complete  over- 
hauling with  particular  reference  to  discontinuance  of  cash 
payrolls,  which  are  prohibitively  expensive  and  are  indefensible 
from  the  standpoint  of  good  control  over  di sburs cments • 

Disbursements  for  inter-department  services  are  made  in 
exactly  the  same  manner  as  for  outside  vendors;  that  is,  the 
servicing  department  prepares  bills  which  are  processed  in  much 
the  same  way  as  those  of  a  private  vendor  and  City  checks  are 
issued  in  payment.   This  procedure  is  unnecessarily  circuitous 
since  bookkeeping  transfers  would  effect  the  same  result. 

Accounting 

■  m—  ■  i  ■»■  ■■!  i  ■   hi  »i  ■  mm 

The  general  accounting  records  of  the  City  are  central- 
ized in  the  office  of  the  City  auditor,  as  is  desirable.   Cer- 
tain groups  of  accounts  are  duplicated  in  other  departments,  how- 
ever, and  could  be  eliminated  if  adequate  attention  were  paid  to 
inter-department  coordination  and  fiscal  reporting.   The  main- 
tenance of  expenditure  and  appropriation  accounts  in  departments 
has  already  been  mentioned  and  is  the  best  example  of  avoidable 
duplication  of  effort.   Other  instances  are  the  control  accounts 
over  receivables  and  detail  accounts  with,  sources  of  receipts 
which  are  kept  in  both  the  collector's  and  the  auditor's  offices, 
and  in  certain  operating  departments;  and  accounts  with  indebted- 
ness kept  both  in  the  treasurer's  and  the  auditor's  offices 
and  in  certain  operating  departments. 

The  accounts  are  of  the  double  entry  type,  and  are 
kept  on  the  accrual  basis  as  far  as  practicable,  but  classifi- 
cations of  revenue  and  expenditure  accounts  are  not  entirely 
satisfactory  for  the  purpose  of  producing  the  information  needed 
for  efficient  management.   In  the  case  of  expenditure  accounts, 
the  classification  is  based  upon  organization  units,  with  provision 
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for  analyzing  the  expenditures  of  each  unit  by  kinds  of  services 
or  commodities.   This  breakdown  would  be  far  more  useful  and 
informative  if  expenditures  were  first  classified  by  character 
so  that  comparisons  of  the  experience  of  different  periods  might 
have  more  significance.   Financial  statements  do  not  classify 
expenditures  by  major  functions  of  government,  which  is  much 
to  be  desired.   A  full  discussion  of  the  problem  of  adequate 
expenditure  classification  and  analysis  appears  in  an  appendix 
to  the  report. 

The  funds  carried  in  the  accounts  of  the  City  auditor 
include  general  revenue  funds,  special  revenue  funds,  capital 
improvement  funds,  debt  and  sinking  funds,  and  trust  funds. 
The  fund  grouping  is  satisfactory  with  the  exception  of  the  spe- 
cial revenue  funds  group,  which  carries  accounts  with  public 
service  enterprises  and  working  capital  enterprises,  suspense 
and  clearing  accounts,  and  accounts  with  a  few  actual  special 
revenues.   The  fund  accounts  employed  by  the  treasurer's  office 
do  not  correspond  to  those  used  in  the  auditor's  office. 

The  accounts  of  the  City  do  not  indicate  the  values 
of  the  current  inventories  or  of  fixed  assets  of  self-supporting 
enterprises. 

Control  accounts  over  receivables  are  not  reconciled 
with  subsidiaries  frequently  enough. 

Debt  Administration 

The  City  is  restricted  to  the  use  of  serially  maturing 
bonds  for  its  funded  debt  except  in  the  case  of  transit  obliga- 
t: 


s 

thi 

ently  well  planned. 

The  floating  debt  position  of  the  City  improved  consider- 
ably during  the  war  period,  but  is  again  deteriorating.   Greater 
attention  should  be  paid  to  the  importance  of  maintaining  work- 
ing capital  at  such  a  level  as  to  obviate  the  necessity  of  bor- 
rowing in  anticipation  of  taxes. 

Protection  of  Cash 

Depositing  practices  in  the  City  are  generally  good, 
although  it  appears  that  a  somewhat  excessive  number  of  bank  accounts 
is  maintained.   Those  employes  whose  positions  carry  obvious 
risks  for  the  City  are  under  bond,  but  there  is  no  administra- 
tive procedure  set  up  to  make  the  bonding  of  all  such  employes 
in  proper  amount  an  automatic  procedure  and  a  matter  of  central 
record. 


-8- 


Financial  Reporting 


The  financial  reports  prepared  by  the  central  finan- 
cial agencies  of  the  City  are  considered  to  be  comparatively 


good. 


There  is  some  unnecessary  multiplicity  of  reporting, 
especially  as  regards  the  separate  reports  prepared  by  the  audi- 
tor, treasurer,  collector,  and  sinking  fund  commissioners* 
Since  these  reports  are  not  always  carefully  reconciled,  they 
are  frequently  confusing.   The  manner  of  representing  certain 
information  is  not  always  readily  understandable.   For  example, 
balance  sheets  in  the  auditor's  report  fail  to  disclose  the  act- 
ual current  surplus  position  because  they  show  unrealistic  values 
for  uncollected  revenues,  assign  an  asset  value  to  the  City's 
right  to  levy  for  the  amount  of  tax  abatements  in  excess  of 


funds.   The  financial  statements  are  undoubtedly  useful  for 
those  officials  who  have  a  hand  in  preparing  them  or  who  work 
with  thorn  frequently,  but  they  are  certainly  subject  to  miscon- 
struction by  the  ordinary  citizen* 

Post  Auditing 

Largely  because  of  insufficient  funds  and  personnel, 
the  post  auditing  program  administered  by  the  City  auditor  does 
not  provided  adequately  frequent  coverage  for  some  departments, 
as,  for  example,  the  welfare  department,  where  frequent  post 
auditing  is  especially  important.   The  audits  actually  made  are 
considered  satisfactory  as  to  coverage  within  the  scope  prescribed 
for  them,  but  do  not,  as  a  rule,  extend  to  consideration  of 
the  basic  inadequacies  of  the  accounting  system  as  a  management 
tool;   The  post  auditing  program,  moreover,  is  under  the  control 
of  one  of  the  key  departments  in  the  fiscal  organization,  which 
is  not  considered  to  be  good  practice. 

Off ic e  Facil ities  and  Equipment  - 

Space  allotments  for  the  various  offices  concerned  with 
financial  administration  are  unbalanced,  and  physical  separa- 
tion of  organization  units  interferes  with  coordination  and 
efficiency.   Offices  are  poorly  lighted,  uncomfortably  hot  in 
summer,  and  noisy.   Private  office  space  is  not  provided  for 
responsible  administrative  officers.   Aside  from  minor  adjust- 
ments which  should  be  made  in  space  allocations,  the  plight  of 
the  financial  offices  in  connection  with  office  facilities  is 
common  to  all  agencies  in  the  City  hall  and  will  only  be  relieved 
when  the  City  can  provide  new  working  quarters. 

All  departments  arc  provided  with  the  office  equipment 
and  machinery  regarded  by  them  as  necessary  although,  as  else- 
where pointed  out,  some  of  the  machinery  in  use  is  inappropriate. 
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SUMMARY  OP  RECOMMENDATIONS 

The  recommendations  expressed  or  implied  in  Report  No.  lij. 
on  financial  administration  summarized  below.   Since  the  separation 
of  recommendations  from  their  context  and  the  abridgement  as  to 
their  length  renders  them  readily  susceptible  to  misunderstanding, 
this  summary  serves  as  a  check-list  only  and  should,  in  no  oas.^, 
be  used  without  reference  to  the  full  textual  material. 

As  to  Budgeting  and  Budgetary  Control: 

»  m—  —  -  mi     ■      hi  mr%m    rna  i  i   wm     iinm  —— ma  r  —     ■*■—  hi     m  mm  —  —   i  ■      i  Tr  ■     m  m     m     ■     ■!<«       i 

1.  Coordinate  the  fiscal  year  with  the  financial  plan- 
ning process  by  changing  the  fiscal  year  from  a 
calendar  year  basis  to  a  July  1  -  June  30  basis. 
(Section  3b) 

2.  For  the  cutover  period  prior  to  the  beginning  of  the 
first  new  fiscal  year,  adopt  a  six-month  interim 
budge t,  and  time  the  preparation  of  this  budget  so 
that  it  will  be  adopted  before  January  1,      (Section  Jb) 

3.  Authorize  the  budget  department  to  make  continuous 
reviews  throughout  the  year  of  department  procedures, 
staffing,  objectives,  and  equipment,  to  determine 
opportunities  of  effecting  economies  or  of  increasing 
efficiency;  and  to  use  the  information  so  gathered 

in  reviewing  budget  requests  and  making  recommendations 
as  to  amounts  of  appropriations*   (Section  3C) 

[j..   Expand  the  mayor fs  budget  message  so  that  it  will 

become  a  complete  proposed  financial  plan.   (Section  3^) 

5.  Develop  a  long-term  capital  improvement  program, 
and  incorporate  appropriate  projects  from  it  in 
the  annual  budget,   (Section  Je) 

6.  Appropriate  to  each  department  by  character  of 
expenditure,  and,  within  each  character  classification 
by  major  classes  of  objects  only;  but  continue  to 
support  budget  estimates  in  full  detail.   (Section  3f) 

7#   Appropriate  under  capital  outlay  headings  in 

sufficient  detail  to  identify  the  specific  major 
improvements  or  betterments  and  items  of  equipment 
having  a  useful  life  of  over  one  year  and  of  such 
nature  as  makes  them  susceptible  to  property  control 
accounting.   (Section  3^) 

8.  Make  all  appropriations  to  the  departments  responsible 
for  initiating  expenditures  under  the  appropriations. 
(Section  3f) 

9.  Designate  contingency  appropriations  as  "reserves" 
for  the  purposes  for  which  they  are  made,  and  make 
no  direct  expenditures  from  such  reserves.   (Sec- 
tion 3f) 
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10.  Publish  the  final  budget  in  full  detail  and  give 
it  wide  distribution.   (Section  3*0 

11.  Make  appropriations  to  each  fiscal  agency  for  the 
full  amounts  of  the  salaries  and  wages  of  its 
employes,  and  appropriate  to  self-supporting 
enterprises  for  reimbiaracmnt  of  the  general  fund 
for  a  fair  allocation  of  financial  administration 
costs;  and  include  the  amount  of  appropriations  for 
reimbursements  as  estimated  resources  of  the  general 
fund  when  preparing  budgets.   (Section  3*) 

12  ♦   Discontinue  appropriating  to  various  departments  for 
payments  to  superannuated,  retired,  or  incapacitated 
employes,  in  favor  of  appropriating  these  amounts 
to  the  city  auditor  for  disbursement  upon  certifica- 
tion of  eligibility;  and  reimburse  the  general  fund 
for  payments  of  this  type  allocable  to  self- 
supporting  enterprises.   (Section  3j) 

13.   Authorize  the  budget  department  to  investigate  the 
need  for  appropriation  transfers  requested  and  to 
recommend  council  action  on  them.   (Section  3^) 

li{..   Reserve  the  authority  to  authorize  the  transfer  of 
appropriations  to  the  city  council.   (Section  3^) 

15.  Establish  a  classification  and  compensation  plan  for 
city  employes  and  vest  responsibility  for  its 
administration  in  the  budget  department. 

(Section  3k) 

16.  Post  personnel  files  in  the  budget  department 
entirely  by  hand  rather  than  by  typewriter. 
(Section  3^) 

17.  Wheft  capital  improvement  projects  extend  beyond 
one  year,  authorize  the  complete  project  in  appro- 
priation ordinances,  but  specify  the  amounts 
which  may  be  spent  in  each  year.   (Section  Jl) 

18.  Reduce  the  number  of  individuals  reviewing  orders 
against  appropriation  balances  from  two  to  one. 
(Section  Jm) 

19.  Provide  for  better  control  over  recurring  charges 
by  installing  a  card  file  of  anticipated  require- 
ments based  upon  budget  or  allotment  requests. 
(Section  3^) 

20.  Alter  purchasing  procedures  to  assure  delivery  of 
orders  reflecting  encumbrances  to  the  auditor fs 
office  as  soon  as  an  obligation  is  incurred,  or, 
preferably,  beforehand.   (Section  Jm) 

21.  Bring  all  municipal  activities  under  the  normal 
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regulatory  purview  of  the  budget.  (Section  3n) 

22.  Install  an  allotment  system  to  control  the  rate  of 
expenditure  of  appropriations.   (Section  30) 

As  to  Administration  of  Revenues; 

23.  Transmit  the  third  copies  of  property  tax  bills  to 
the  collector's  office  immediately  upon  preparation 
to  serve  as  a  convenience  to  taxpayers  who  have 
lost  or  misplaced  their  copies.   (Section  I+b) 

2l\.,  Enter  the  total  of  taxes  payable  on  property  tax 
bills.   (Section  \\b) 

25.  Transfer  the  responsibility  for  the  maintenance  of 
mailing  card  files  to  the  assessor's  office. 
(Section  l\Jo) 

26.  Discontinue  the  preparation  of  mailing  affadavits 
for  groups  of  current  tax  bills  in  favor  of  a 
blanket  affadavit.   (Section  i|b) 

27.  Discontinue  the  preparation  of  individual  mailing 
affadavits  for  tax  demand  notices  in  favor  of  a 
blanket  affadavit.   (Section  ij-b) 

28.  Establish  a  property  ledger  for  delinquent  real 
estate  parcels,  and  use  this  single  ledger  to  record 
all  action  taken  with  respect  to  the  property  until 
foreclosure  and  sale.   (Section  l|e) 

29.  Eliminate  delinquency  notices  after  the  mailing  of 
demand  notices,  and  procede  rapidly  and  without 
favoritism  to  legal  recourses  for  collection. 
(Section  i|e) 

30*   If  additional  notices  must  be  employed,  prepare 
them  from  punch  cards.   (Section  l|_e) 

31.  Seek  legislation  to  discontinue  requirements  for 
tax  sale  advertising  when  the  city  is  taking  tax 
titles.   (Section  lj.e) 

32.  Charge  a  .larger  fee  for  registration  of  tax 
liens.   (Section  l+f) 

33 •   Discontinue  the  employment  of  state  deputy 
collectors  on  the  fee  basis.   (Section  l|g) 

3l|.   If  outside  collections  are  continued,  use  standard, 
prenumbered  receipts,  controlled  by  register. 
(Section  l|g) 

35*   Maintain  records  of  the  bills  delivered  to  collectors 
for  outside  collection.   (Section  Lj.g) 
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36.   Apply  the  punch  card  principle  to  the  establishment 
of  controls  over  personal,  poll,  and  motor  vehicle 
excise  taxes  in  arrears,  but  do  not  establish 
individual  ledger  accounts  with  each  taxpayer. 
(Section  ij.g) 

37-   1^  the  personalty  tax  is  arbitrarily  determined  for 
all  real  estate  properties,  include  personalty  taxes 
on  the  real  estate  tax  bill  and  collect  them  in 
the  same  fashion  as  real  estate  taxes.   (Section  i|.g) 

38.   Seek  legislation  requiring  the  payment  of  motor 

vehicle  excise  taxes  to  the  state,  for  redistribution 
to  municipalities,  as  a  condition  precedent  to 
the  issuance  of  motor  vehicle  registrations. 
(Section  J4.1J 

39 •   Failing  the  above,  consider  the  enactment  of  local 
motor  vehicle  registration  requirements  as  a  police 
measure,  and  require  evidence  of  payment  of  the 
excise  tax  as  a  condition  precedent  to  issuance  of 
evidence  of  registration.   (Sction  lj.i) 

l\D .      Supply  all  departments  which  collect  appreciable 

amounts  of  revenue  with  prenumbered  deposit  slips, 
require  them  to  deposit  directly  in  banks,  route 
copies  of  the  slips  to  the  financial  offices  concerned, 
and  maintain  control  over  the  slips  issued  in 
the  auditor's  office.  (Section  IjJk) 

I4.I.   Wherever  departments  employ  forms  in  evidence  of  the 
receipt  of  moneys,  arrange  for  the  auditor  to  pre- 
scribe the  use  of  standard,  prenumbered  forms,  and 
maintain  register  control  in  the  auditor's  office 
over  the  forms  issued.   (Section  ij.k) 

Ij.2.   Where  departments  are  collecting  money  in  such 

volume  or  form  as  to  preclude  receipting,  authorize 
and  require  the  auditor  to  review  and  prescribe 
methods  of  handling  moneys.   (Section  l^k) 

As  to  Cash  Receiving  and  Accounting  Procedures  of  the  Collector's 


Office: 


Ij-3*   Maintain  batch  control  over  mail  remittances 
delivered  to  tellers.   (Section  5°) 

[ji|.   Change  the  legend  on  tax  bill  faces  to  inform 

taxpayers  that  a  self-addressed  and  stamped  envelope 
is  required  before  the  city  will  return  a  receipt. 
(Section  5c) 

I4.5.   Purchase  envelope-opening  devices  for  opening  mail 
remittances.   (Section  5C) 
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lj.6.   Substitute  microfilming  for  the  hand  preparation 
of  itemized  deposit  slips.   (Section  ^d) 

I4.7.   Discontinue  the  use  of  punch  card  equipment  in  the 
collector's  office  for  most  purposes,  and  use  cash 
registers  to  establish  control  over  cash  and 
analyze  receipts,  by  taking  the  following  steps: 
(Section  5e) 

a.  Abandon  the  ward  system  of  tax  roll  control  in 
favor  of  an  alphabetical  system. 

b.  Supply  the  collector fs  office  with  a  punch  card 
ledger  of  accounts  receivable  from  the  assessor's 
office. 

c.  Supply  tellers  with  validating,  distributive 
cash  registers,  and  employ  the  registers  to 
establish  internal  check  and  to  distribute 
receipts  to  sources. 

d.  Tabulate  cash  sheets  from  punch  cards* 

As  to  Pre audit  and  jPaymcnt  of  CI a ims  Representing  Expen d itur es : 

48.  Completely  redesign  the  system  of  controlling 
disbursements,  by  taking  the  following  steps: 
(Section  6j) 

a.  Abandon  the  draft  system  as  now  constituted. 

b.  Discontinue  the  maintenance  of  expenditure 
and  encumbrance  records  in  the  operating 
departments,  and  provide  for  frequent  fiscal 
reports  to  the  departments  from  the  auditor's 
office. 

c.  Develop  and  employ  a  standard  invoice,  for  use 
by  all  vendors;  and  develop  similar  standard 
documents  for  the  authorization  of  payments 
for  obligations  arising  other  than  from 
ordinary  purchases  of  supplies  and  materials. 

d.  Route  incoming  invoices  directly  to  the  auditor 'q 
office,  and  perform  all  preauditing  in  that 
office. 

e.  Require  the  auditor  to  prepare  all  authorizations 
for  disbursements  of  city  funds  in  the  form 

of  combined  warrant -checks ,  for  counter- 
signature and  payment  by  the  treasurer. 

f.  Route  copies  of  paid  invoices  to  vendors, 
incurring  departments,  and  the  auditor's 
permanent  files. 
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g.   Discontinue  the  advancing  of  funds  from  the 
treasury  for  special  payments. 

h.   Open  a.  tickler  file  of  unpaid  invoices  subject 
to  discount  in  the  auditor's  office  to  assure 
appropriate  action  on  them. 

49*  Consider,  through  the  use  of  recently  established 
work  performance  records,  a  reduction  in  the  num- 
ber of  examiners  engaged  in  preauditing.  (Section 
6c) 

50.  Discontinue  the  authorization  of  payment  of  invoices 
without  purchase  orders  or  record  cf  estimated 
recurring  charges.   (Section  6c) 

51.  Enter  contract  payment  schedules  on   their  jackets 
or  in  a  register,  and  check  invoices  against  the 
schedules.   (Section  6c) 

52.  Discontinue  the  practice  of  permitting  departments 
to  require  the  payment  of  invoices  on  specified 
monthly  drafts.   (Section  6c) 

53-   Eliminate  unnumbered  check  forms  in  the  treasurer's 
office,  except  those  placed  under  the  most  rigid 
control.   (Section  6c) 

54.   If  the  present  system  of  preauditing  and  paying 

claims  is  retained,  eliminate  the  initial  routing 
of  discounted  invoices  to  the  auditor's  office. 
(Section  6d) 

55*   Implement  the  declared  policy  of  taking  discounts 
unless  vendors  specifically  indicate  otherwise. 
(Section  6d) 

56.  Discontinue  the  maintenance  of  bond  and  interest 
registers  in  the  treasurer's  office,  and  route 
incoming  claims  for  bond  and  interest  payments  to 
the  auditor  for  verification  against  his  registers 
and  issuance  of  an  authorization  to  pay. 
(Section  6e) 

57.  Create  a  special  fund  for  welfare  revenues  and 
expenditures  within  the  city  accounts,  and  authorize 
the  welfare  department  to  draw  against  this  fund 
upon  advice  to  the  city  treasurer  and  auditor. 
(Section  6e) 

58.  Arrange  for  the  deferment  of  review  of  payrolls 
by  the  civil  service  commission  proper  until 
after  the  rolls  have  been  paid.   (Section  6f) 

59-   Consolidate  small  payrolls,  and  bring  payrolls 

into  line  with  organization  units.   (Section  6f ) 
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60 .   Adopt  a  standard  one-week  pay  poriod  in  conformance 
with  statutes.   (Section  6f) 

6l «   Discontinue  cash  payrolls  entirely,  and  pay  all 
employes  by  check.   (Section  6f) 

62.  Review  consolidated  payrolls  to  ascertain  those 
additional  rolls  adaptable  to  punch  card  ereparation. 
(Section  6f) 

63.  Prepare  the  checks  now  being  prepared  on  addresso- 
graph  equipment  on  punch  card  equipment.   (Section  6f) 

6I4..   As  the  traffic  requires,  operate  payroll  punch  card 
equipment  on  a  two-shift  basis,  or  procure  punch 
card  equipment  which  will  prepare  rolls  and  checks 
simultaneously.   (Section  6f) 

65.  Standardize  the  methods  of  delivering  pay  checks 
to  payees,  limiting  the  use  of  authorized  inter- 
mediaries to  those  cases  where  personal  delivery 
is  impractical.   (Section  of) 

66.  Code  job  titles  for  payroll  purposes.   (Section  6f) 

67*   Issue  two  checks  rather  than  one  for  school 
teachers'  June  and  July  pay.   (Section  6f) 

68.  Standardize  the  working  week  at  five  days  for 
docking  purposes.   (Section  6f) 

69.  Introduce  appropriation  codes  on  employe  punch 
cards  so  that  machine  summaries  of  appropriation 
charges  can  be  substituted  for  department  payroll 
requisitions.   (Section  6f) 

70.  Authorize  payment  of  overtime  pay  only  when  more 
than  I4.O  actual  hours  have  been  worked.   (Section  6f) 

71.  Process  inter-department  service  charges  by  book- 
keeping entries  as  opposed  to  the  issuance  of  city 
checks.   (Section  6g) 

72.  Reduce  the  number  of  employes  posting  bond  purchase 
deductions  in  the  treasurer's  office  by  four. 
(Section  6h) 


As  to  Accounting : 


73*   Review  the  accounts  kept  in  the  collector's  office 
with  the  intention  of  eliminating  those  which 
duplicate  similar  accounts  in  the  auditor's  office. 
(Section  7c) 

7i|.   Review  the  accounts  k^pt  in  the  treasurer's  office 
with  the  intention  of  eliminating  those  which 
duplicate  similar  accounts  in  the  auditor's  office 
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75 •   Review  the  accounts  kept  in  the  operating  depart- 
ments, with  special  reference  to  encumbrance  and 
subsidiary  receivable  accounts,  with  the  intention 
of  eliminating  those  which  duplicate  similar 
accounts  in  the  auditor's  office.   (Section  7^) 

76.   Distinguish  between  revenue  and  non-revenue  receipts 
in  the  accounts  and  statements  of  the  city, 
(Section  7d) 

77 •   Develop  a  new  chart  of  expenditure  accounts  incorp- 
orating a  character  classification.   (Section  7G) 

78.   Classify  expenditures  by  major  governmental 

functions  in  the  city's  financial  statements. 
.(Section  7e) 

79*   Carry  the  accounts  now  grouped  in  special  revenue 
funds  in  appropriate  utility,  working  capital,  and 
special  revenue  funds.   (Section  7^) 

80.  Abandon  the  distinction,  in  its  present  application, 
between  receipts  for  and  disbursements  from  "revenue 
accounts"  and  "non-revenue"  accounts,  and  achieve  the 
same  ends  through  the  segregation  of  transactions 

in  the  treasurer's  office  by  the  same  funds  as 
are  carried  by  the  auditor.   (Section  7g) 

81.  Incorporate  asset  accounts  in  the  city's  records  for 
self-supporting  enterprises.   (Section  7n) 

82.  Reconcile  the  control  accounts  with  their  subsidiaries 
at  least  annually.   (Section  7^) 

83.  After  installing  the  new  procedures  recommended 
herein,  have  a  special  survey  made  to  reveal 
opportunities  for  applications  of  machine  book- 
keeping techniques  not  now  apparent.   (Section  7^) 


As  to  Protection  of  Cash: 


8I4..   Eliminate  unnecessary  courtesy  bank  accounts. 
(Section  9a) 

85.   Carry  bonding  requirements  for  all  positions  on  the 

position  cards  in  the  budget  department.   (Section  8b) 


As  to  Debt  Administration: 


86.  Restrict  future  bond  issues  to  the  serial  type,  with 
deferred  initial  payments  and  level  payment  interest 
and  principle  retirement  schedules.   (Section  8a) 

87,  As  a  long-term  objective,  seek  to  increase  working 
capital  resources  to  the  point  where  tax  anticipation 
borrowing  will  no  longer  be  necessary.   (Section  8a) 
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As  to  Financial  Reporting: 

88.   Expand  published  monthly  financial  reports  to  show 

individual  fund  balance  sheets,  budgetary  statements 
by  funds,  and  appropriate  comparative  data.  (Section 
10b) 

89*   Consolidate  the  annual  reports  of  the  various  fiscal 
agencies  into  a  single  report  to  b e  issued  by  the 
auditor.  (Section  10c) 

90.  Create  conservative  reserves  for  uncollectible  taxes 
by  charges  to  surplus  where  no  charges  have  previously 
been  made,  and  adjust  the  amounts  of  excessive  re- 
serves to  reflect  anticipated  collection  experience. 
(Section  lOd) 

91.  Charge  off  the  "assessor's  abatements  in  excess  of 
overlays"  to  surplus  and,  in  the  future,  create 
sufficient  reserves  to  provide  for  abatements  in 
accordance  with  experience.  Explain  in  a  footnote 
to  the  balance  sheet  the  right  to  levy  for  excess 
abatements  and  show  the  amount  of  the  excess  in  the 
footnote.  (Section  lOd) 

92.  Distinguish  between  current  liabilities  and  reserves 
for  capital  projects  on  balance  sheets,  and  support 
reserves  shown  by  schedules  showing  the  projects  and 
the  amounts  earmarked  for  each.  (Section  lOd) 

93»   Add  a  note  to  the  balance  sheets  to  explain  the 

City's  practice  with  respect  to  transferring  lia- 
bilities of  general  revenue  funds  to  special  revenue 
funds  at  year  end.  (Section  lOd) 

91]-.   Show  balance  sheet  values  for  the  assets  of  working 
capital  and  utility  enterprises.  (Section  lOd) 

95*   Distinguish  carefully  between  expenditures  and 

disbursements,  and  between  revenues  and  receipts, 
in  financial  statements,  and  review  all  terminology 
for  obscurity.  (Section  lOd) 

As  to  Post  Auditing: 

96.   Take  special  pains  to  assure  the  annual  auditing  of 
the  welfare  department  as  long  as  its  expenditures 
are  exempt  from  normal  central  control.  (Section  11a) 

97«   Create  a  new  department  to  administer  the  post  audit- 
ing program,  to  be  administered  by  a  council  appointee. 
Section  lib) 
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As  to  Office  Facilities  and  Equipment; 

98.  Reduce  the  amount  of  space  devoted  to  public  use 
in  the  treasurer's  office.  (Section  12) 

99.  Survey  space  utilization  in  all  offices  to  uncover 
inefficiently  employed  space >  and  reassign  such 
space  to  overcrowded  operations  wherever  possible* 
(Section  12) 

100 •   Improve  office  lighting,  and  soundproof  and  air- 
condition  offices  as  quickly  as  municipal  finances 
permit.   (Section  12) 

As  to  Organization  for  Financial  Administration: 

1    II    »■■■■■   I   ■   I   1   11       in  ii  I — — «— 0— — Ml— ——»—■———■— 1 — 

101.   Create  a  department  of  finance,  with  divisions  of 
treasury,  accounts  and  control,  purchases  and 
property  control,  budget  and  personnel,  and  office 
services.  (Section  13b) 

102»   Eliminate  the  collector's  office  as  an  independent 

unit,  and  assign  its  functions  and  activities  to  the 
division  of  treasury  of  the  proposed  department  of 
finance.  (Section  IJb) 

103«   Assure  internal  checks  in  the  department  of  finance 
by  guaranteeing  reasonable  tenure  to  division  heads, 
and  by  restricting  the  authority  of  the  chief  fiscal 
officer  over  matters  relating  to  authorization  and 
disbursement  of  payments.  (Section  13d) 

10l|.   Retain  the  assessor's  office,  with  its  responsibility 
for  tax  billing,  as  an  independent  office  outside 
the  department  of  finance.  (Section  l^e) 
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FINANCIAL  ADMINISTRATION 


1 •   Introduction 

The  purpose  of  this  report  is  to  appraise,  in  the  light 
of  accepted  principles  and  the  best  modern  practice,  the  organiza- 
tion and  operating  procedures  of  those  agencies  of  the  City  of 
Boston  which  are  concerned  primarily  with  one  or  more  phases  of 
financial  administration.   The  primary  objective  of  the  study 
on  which  this  report  is  based  was  the  comparison  of  existing 
organization  and  nrocedures  with  those  necessarv  for  adequate 
control  over  the  collection  and  disbursement  of  public  moneys 
and  for  the  production  of  adequate  financial  information  for 
purposes  of  management,  control,  and  public  information.   The 
detection  of  opportunities  for  cost  savings  in  department  opera- 
tions and  the  prescription  of  devices  for  the  reduction  of  costs 
have  been  Incidental  to  the  primary  objectives  rather  than  ends 
in  themselves,   Nevertheless,  a  significant  number  of  situations 
in  which  cost- cut  tin'"  procedures  might  be  applied!  have  been  brought 
to  light  and  are  reported  upon  herein. 

This  report  covers  the  municipal  financial  functions 
listed  as  f ollows : 

1.  Budgeting  and  budgetary  control 

2 .  Revenue  a  dmin I s  t r a  1 1 on  s 

3.  Control  of  collections 
!i.  Control  of  expenditures 
5.  Accounting 

5.   Treasury  administration 
7.   Fiscal  reporting 
3 .   Post  a  udl 1 1 ng 
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These  functions,  to  the  extent  that  they  are  now  carried 
on,  are  administered  by« 

1.  The  mayor  and  council 

2 ,  The  c omml ssio n e r  o f  t h e  b u d g e t 
The  city  collector 

{..   The  city  auditor 
5>,   The  city  treasurer 
5 .   Th e  board  o f  s I nl : i n g  f un d  c omm issioners. 

Studies  of  the  functions  of  tax  assessment  and  purchas- 
ing, which  are  also  primarily  financial  in  nature,  have  been  under- 
taken independently  of  this  study  and  have  not  been  reported  upon 
herein  except  as  may  have  been  required  to  establish  the  soundness 
of  recommendations  with  respect  to  the  fiscal  functions  with  which 
this  report  is  primarily  concerned.   It  should  be  noted  that  no 
attempt  has  been  made  to  appraise  the  overall  municipal  financial 
position,  to  evaluate  the  sources  of  revenue  being  employed,  or  to 
determine  appropriate  levels  of  expenditures. 
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2 .   Organization  for  Financial  Administration 

a .  Legislative  Basis  for  Financial  Functions :   The 
responsibilities  for  the  administration  of  the  various  functions 
of  financial  administration  are  allotted  among  the  officials  of 
the  city  primarily  by  statutes,  supplemented  or  repeated  by  city 
ordinances.   The  body  of  controlling  legislation  is  both  consider- 
able and  complex,  expecially  as  regards  the  intimate  details  of 
revenue  and  treasury  administration.   Statutory  controls  have 
been  made  the  more  complex  by  wide  use  of  special  legislation 
applicable  to  Boston  alone,  and  by  introduction  of  elements  which 
impose  state  administrative  regulation  on  municipal  officials 

in  the  performance  of  their  duties.   In  sum,  it  may  be  said  that 
the  city  is  not  free  to  tailor  its  organization  structure  or  methods 
of  operation  to  its  needs  without  first  arranging  modifications 
of  statutes  or  obtaining  the  permission  of  state  agencies. 

b.  Functions  of  the  Mayor  and  Council:   The  city  is 
not  provided  with  any  agency  which  can  properly  be  held  responsi- 
ble for  over-all  planning  of  the  city's  revenue  and  expenditure 
pattern.  A  very  restricted  amount  of  planning  authority  is  vested 
in  the  mayor  and  council,  through  their  power  to  determine  expen- 
diture levels  for  most  of  the  'city  departments.   The  mayor  and 
council  also  control  the  staff  positions  administering  the  finan- 
cial program  through  the  power  of  appointment  and  removal  (with 
the  exception  of  the  auditor).   They  may  modify  parts  of  the 
financial  plan  after  initial  adoption  under  certain  conditions; 
and  may  exercise  continuing  control  over  individual  expenditures 
through  the  requirement  that  most  disbursements  be  approved  by 
the  mayor. 

c .  Functions  of  the  City  Auditor  :   The  c i t y  auditor 
a  civil  service  appointee,  heads  the  auditing  department  and  is 
usually  elected  secretary  of  the  sinking  fund  commission   The 
office  was  apparently  originally  conceived  of  as  a  post-auditing 
agency,  but  its  functions  have  been  expanded  until  the  title  has 
become  a  misnomer:  "city  controller "  would  be  more  appropriate. 
The  auditor's  office  maintains  the  general  accounts  of  the  city, 
preaudits  most  disbursements,  prepares  a  large  percentage  of  the 
payrolls,  keeps  records  of  city  debt,  maintains  the  budgetary 
accounts,  and  prepares  the  most  important  financial  statements. 
The  auditor  is  authorized  by  charter  to  prescribe  the  form  of .  and 
inspect  and  revise,  all  accounts  rendered  to,  or  kept  in,  the 
departments  of  the  city,  a  very  broad  grant  of  -oower  which  conflicts 
in  some  instances  with  the  authority  granted  to  state  agencies, 

but  which  could  be  employed  effectively  to  carry  out  many  of  the 
recommendations  of  this  report. 

The  auditing  department  is  subdivided  Into  a  disburse- 
ment section,  a  payroll  section,  and  a  bookkeeping  section,  the 
titles  of  which  are  descriptive  of  their  duties;  end  a  "main 
office"  section,  in  which  miscellaneous  duties  are  grouped,  includ- 
ing preauditing,  maintenance  of  bond  and  interest  records >  main- 
tenance of  contract  records,  filing,  and  counter  service. 
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The  positions  and  annual  salaries  in  the  auditor's  office 
as  of  November, 19^8 ,  were  as  follows  (indentations  indicate  approx- 
imate lines  of  authority)  : 

Number  of 
Title  Positions   Annual  Rats 


auditor 1  #9,500.00 

Deputy  audi  tor .  1  J , 900 . 00 

Senior  stenographer .  1  2,900.00 

Bookkeeper 1  4-,  300.00 

Clerk  and  assistant  bookkeeper..  1  3,800.00 

Principal  clerk  1  2,900.00 

C.iief  clerk 1  4-, 900.00 

Clerk-steno  rapher 2  3?  L;00.00 

Clerk-stenographer  1  3,?'00.00 

Clerk h  3,r;o0.00 

Clerk  1  3  ,'+00. 00 

Clerk  ....  1  3,300.00 

Clerk 1  2,900.00 

Clerk-typist  1  2,')00.00 

Clerk 1  h9 300.00 

Senior  clerk ... 2  2,600.00 

Senior  clerk  1  2,500.00 

Principal  clerk  1  3,^00.00 

Bond  and  interest  clerk  ........  1  *+, 300.00 

nss't.  budgetary  niach.  oper. -clerk  1  3,200.00 

Bookkeeping  machine  operator-clerk  1  3 , 100. 00 

Bookkeeper 1  3,100.00 

Bookkeeper 1  2,900.00 

Chief  -  disbursement  section 1  4-,  100.00 

Clerk  1  3 ,  800 .  00 

Clerk .  .  .  . 1  2,1+00.00 

Clerk  . . 1  1,600.00 

Clerk  -  stenographer 1  3,4-00.00 

Clerk  -  stenographer  1  3,000.00 

Senior  clerk 1  2, 600.00 

Clerk  -  typist 1  2, 600.00 

Budgetary  accounting  uia  chine  operator  3  2,4-00.00 

Chief  -  payroll  section 1  4-,  100.00 

Bookkeeping  machine  operator  and  clerk  1  3,200.00 

Senior  clerk 1  2,600.00 

Clerk  .. . ........  i 1  2 ,  300 . 00 

Clerk 1  2  ,  200 .  00 

Clerk 2  2,120.00 

Clerk 1  1,800.00 

Clerk _1  1,700.00 

Total  forward  . . ...  4-3 


-22-. 


Number  of 
Title  Positions  annual  Rate 

Total  brought  forward  .• „  .   *+8 

Chief  -  payroll  section  (continued) 

Principal  s^at.  nach.  oper.  and.  clerk  1  ^^OO.OO 

Statistical  machine  operator  »..  1  2,^00.00 

Statistical  machine  operator  ».*  1  2,200.00 

Statistical  mac  ine  operator  ...  h  2,100.00 

Statistical  mac  line  operator  ...  1  1,800.00 

Statistical  machine  operator  ♦♦.  2  1,700.00 

Clerk _1  2, 600.00 

Total  59 

In  an  attempt. to  apportion  personal  service  expenses  on 
a  cost  accounting  basis,  portions  of  the  salaries  shown  in  the  sche- 
dule above  are  budgeted  against  other  departments.   Since  the 
apportionments  are  largely  arbitrary,  they  are  not  shown  in  this 
or  subsequent  schedules. 

d.   Functions  of  the  City  Treasurer;   i'hc  city  treasurer, 
appointed  by  the  mayor  for  a  four  year  term,  heads  the  treasury 
department  and  is  usually  elected  treasurer  of  the  sinking  fund 
commission,   his  office  is  responsible  for  the  custody  and  disburse- 
ment of  municipal  funds,  is  the  depository  for  all  receipts  of  the 
city,  and  administers  property  to  which  the  city  lias  taken  tax 
title.   Its  activities  include:   the  preparation  and  issuance  of 
checks  (except  checks  for  teachers'  salaries  and  welfare  disburse- 
ments) on  the  authority  of  the  auditor;  the  payment  of  payrolls  in 
cash;  the  maintenance  of  accounts  with  sources  of  receipts  and  objects 
of  disbursements,  and  with  depositories;  and  the  maintenance  of 
records  of  trust  funds,  sinking  funds,  retirement  funds,  and  tax 
title  property. 

The  office  has  been  divided  into  subsections  handling 
cashiering,  bookkeeping,  and  tax  title  administration   The  latter 
activity  is  physically  located  in  the  office  of  tue  collector,  but 
remains  under  the  jurisdiction  of  the  treasurer. 
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The  positions  and  annual  salaries  in  che  treasurer's 
office  as  of  November,  19^8,  were  as  follows  (indentations 
indicate  approximate  lines  of  authority)? 


Title 


Number  of 
Positions 


Annual  Kate 


Treasurer 


0  •  •  •  o  • 


#6,500.00 


Cashier  and  deputy  treasurer 
e..m.e.L  c  j_  e  x  l  .  .  «  «  .  . 


........ 


00.0.010..0.0. 


Clerk 


e  •  •  q 


oc«ooo»o«o 


ooo»»##» 


Clerk  

Clerk  -   addressograph 
oxOrK   —    cypis  i>    ...... ....o. 

JT  C.I.  jr  X  Vj*  J — L   ^Lbi  il    .i.o..aooe»e.«.«o.. 

uier-c  -  typist  . 

Clerk  (special  draft)  ... 

Clerk  -  Stenographer 

Paymaster  ....................... 

Paymaster 

Paymaster  ...... 

Paymaster  . 

Paymaster  . , . 

assistant  cashier  and  2nd  dep.  treas. 

Bookkeeper 


ooovooeeo* 


O   O    O    9        0   O   ■_» 


bookkeeper 


Clerk 


oeo«os«*c«» 


Clerk 


e   »  o  o  •  «  o 


OOO9bOe0«»»»« 


Control  clerk 

Supervisor  

Clerk  

Clerk   -    typist    , .  . 
Bond  and   interest   clerk    .  . 

Clerk  -   typist    .  .  . .  . 

Chief  clerk   (tax   title) 

Clerk  -   teller 

Clerk  -   teller 

Bookkeeper   -    teller    .... 

Clerk 

Clerk   ....... . 


0S*ooeoo» 


o     ©     o     c     o     -1     •     r     # 


'otal 


1 

1 
1 
1 
1 

1 

i 
j- 

1 

1 

1 

1 

1 

2 

2 

k 

1 
1 
1 
1 
1 
1 
1 
1 
6 
k 

i 
i 
i 
i 
i 
i 

j= 

k7 


5 ,  500 . oo 


300. 


nn 


2,800.00 

l,9Li-5.8*+ 

o    "i  Oi"i   nn 

d  5  jlvAJ  o  >JV.' 
J-  ,  /  r  ^  . 

i  RiVj  on 
2 , 600 . 00 

1? 9^5.8^ 

2,800.00 
3,300.00 
L!-,  300.00 

3,900.00 


~>3 


, 800.00 
3J1+()0.00 

3,000.00 
V, 100.00 
3,Lf-00.00 
£,700.00 

2, COO. 00 
2,600.00 

2,?r>\8if 
2,517.8*+ 
1,9^5.8^ 
1,9^5.84 

3 , 500 . oo 

2,800.00 

t+,  500.00 

2,800.00 
2,700.00 
,  o 


* ,  oOO .  00 

2 , 800 . 00 
2  ,  500 . 00 
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e«   Functions,  of  tne  City  Collector;   The  city  collector, 
appointed  by  the  mayor  for  a  tern  of  four  years,  heads  the  ci llec- 
ting  department,   his  office  is  responsible  for  the  collection  of 
all  moneys  accruing  to  the  city,  either  directly  or  through 
departmental  activities,  with  the  exception  of  interest  earnings 
and  receipts  from  bond  sales.   lie  is  required  to  deposit  all 
collections  with  the  city  treasurer.   His  records  include  those 
reflecting  the  status  of  property  being  taken  to  tax  sale,  and  he 
is  the  custodian  of  leases  under  which  !:ne  city  collects  rents.   The 
activities  of  the  office  include  the  maintenance  of  the  bookkeeping 
records  appropriate  to  its  responsibilities,  the  provision  of  tellers 
for  the  receipt  of  moneys,  the  mailing  of  bills  for  cax  and  other 
receivables,  and  the  provision  of  a  public  information  service  in 
connection  with  the  tax  status  of  properties. 

The  office  has  been  divided  into  subsections  for  casMering 
activities,  the  administration  of  current  receivables,  the  adminis- 
tration of  delinquent  receivables,  bookkeeping,  and  statistical 
and  tabulating  operations. 

The  positions  and  annual  salaries  in  the  collector '  s  office 
as  of  November,  19^8,  were  as  follows  (indentations  indicate  approx- 
imate lines  of  authority) : 

Number  of 
Title  Positions    Annual  Rate 

Collector ...........     1       £8,000.00 

Assistant  collector 

Deputy   collector  -  cashier  

Head  teller 

Teller 

Toller .... 

Teller  

Teller 

Teller 

Clerk  -  teller 

Acting  teller 

acting  teller 

Bookkeeper 

Bookkeeper 

Bookkeeper 

Chief  clerk 

assistant  chief  clerk 

Tax  sales  clerk  

Bookkeeper 

Clerk 

Clerk 

n  pto  p       P  l+oo  oo 


1 

If,  700.00 

1 

.  3,500.00 

1 

3,900.00 

1 

3,900.00 

1 

3,700.00 

"1 

JL 

3,600.00 

2 

3 , 500 . 00 

1 

3,lKj0.00 

2 

3,200.00 

1 

3,000.00 

1 

2,900.00 

1 

2,800.00 

3 

2 , 300 . 00 

2 

2, 100. CO 

2 

1,900.00 

1 

k , 000. 00 

1 

3,600.00 

1 

3?300.oo 

1 

2 , 500 . 00 

i 

2,700.00 

]_ 

2 , 900 . 00 
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Title 


IJumber  of 

Positions   Annual  Rate 


Chief  clerk  (continued) 
i/\Tater  rates  clerk 

Clerk  

Clerk 

Clerk  . 

Clerk 

Clerk 

Clerk 


Chief  bookkeeper  ...... 

Clerk  -  bookkeeper 

bookkeeper 

Clerk  

Clerk  . . . o 


0   0   0*0 


Clerk 
Clerk 


9   •   •   • 


Chief  deputy  collector  » 

Ass't  chief  deputy  collector  . . 

Deputy  collector ♦ 

Deputy  collector  

Deputy  collector 

Acting  deputy  collector  

Acting  deputy  colli 

Acting  tax  clerk  . 
Clerk  -  stenographer 
PI  prk 

Constable  . 

Superintendent  of  statistical  machines 
Statistical  mac  line  operator  . . 

Key  punch  operator  

Key  punch  operator 

Key  punch  operator 

Key  punch  operator 


•  o  •  • 


o  e  «  o  • 


o*oo 


•  o  •  •  • 


i^ey  puncn  operator  ... 
key  punch  operator  . . . 

Key  punch  operator  .  . 

Key  punch  operator  

Statistical  machine  operator 
Tabulating  machine  operator 


1 
1 

1 

1 
1 

2 
1 
1 
1 
1 
1 
1 

1 
1 
1 

3 

20 
1 
1 
1 

-L 
1 
1 
1 
1 

2 
2 
2 

1 
2 
2 

h 
8 
1 
1 
p 


:?3 

o 

2 


3 

o 

L.. 

') 

J 

2 
o 

2 


o 

J 

' ) 

3 

3 

2 

2 

2 
i 


3 

o 

£_ 

2 
2 

2 

1 
o 

2 
1 


}f00.00 

300.00 

000.00 
800.00 
600 . 00 
500.00 

300.00 

800.00 

300.00 
500 . 00 

100.00 
700 . 00 

500.00 
300.00 

000.00 

500.00 
300*00 

200  . 00 
)00 .  00 

000.00 

700.00 

900 . 00 

900.00 
900 . 00 

300 . 00 

500.00 

100.00 
500.00 
100.00 
000 . 00 

900 . 00 

300.00 

100.00 
900.00 
600.00 
100.00 

900 . 00 


Total 


106 
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commiss: 


f .      Func t i ens  _  o 
I  ner   of   trie   hud* 


3t 


four  years,  heads 


mis  si  oner  of  ._LiO  ;3udre_t ;   T 
"by  the  mayor  for  a  tor 
tuts  budget  depart  lent.   The  commissioner  1 
the  mayor  with  respect  to  budgetary  matter 


ihb  CO. 

appointed 


he 

m  of 
s  the 


representative  of 
and  acts  in  a  predominantly  advisory,  rather  than  executive, 
capacity,  During  t.io  period  when  budget  requests  are  eing 
accumulated  from  the  various  departments,  it  is  "the  budget  d 
partment  ',/, ilch  reviews  the  requests  for  the  iavor,  consolida 
the  i,  and  assists  in  preparing  the  ayor's  budget  report.  L 
the  i iscal  year,  its  responsibilities  are  limited  wi-mi  respe 
to  budgetary  control  to  semi-automatic  approval  of  inter- lie 
appropriat  on  transfers  in  i;he  name  of  the  layor.  The  of  fie 
also  mai  ■  tains  the  city's  central  perso.mel  records,  includi 
a  record  of  positions.   It  reviews  action  to  fill  positions 


tes 

uring 

ct 

'■I 


to  promote,  remove,  or  change  the  pay  rates  of  employes,  in 
order  to  develop  recommendations  for  the  mayor,   many  person 
actions  of  these  types,  however,  do  not  pass  through  the  bud 
office  for  one  reason  or  another. 


e 

rig 

or 

uel 

get 


The  positions  and  annual  salaries  in  L:e  budget 
department  as  of  November,  19J+B,  were  as  follows: 


Title 


Number  of 
Positions 


Annual  Kate 


Commissioner  

Executive  clerk  

Chief  clerk 

Principal  clerk  

Stenographer 

Clerk 

Principal  clerk  . .  .  .  o 

Clerk  

Clerk  

Clerk . 

Clerk  

Cler  :  


1 

1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 


$7,000.00 

tf,  700.00 
3,600.00 

3,100.00 
3,200.00 
3 , 100 . 00 
3 , 000 . 00 
2 , 1+00 .  00 
2,300.00 
2,200.00 
2,000.00 
2,000.00 


Total  


12 
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Functions  of  the  Board  of  dink in; 


Fund 


Commissioners : 

The  board  of  sinking  fund  commissioners,  consisting  of  six  members 
appointed  by  the  mayor  in  groups  of  two  every  three  years,  is 
responsible  for  tae  administration  of  sinking  funds  created  for 
trie  retirement  of  term  bond  issues,  including  the  investment  of 
accumul 
ted  as 

administration  of  sinking  funds  remains,  for  all  practical  pur- 
poses. 


resources.   Since  the  city  auditor  is  normally  selec- 
secretary  and  the  city  treasurer  as  treasurer  of  the  board, 


largely  within  the  jurisdiction  of  their  two  departments. 
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3 •   Budgeting  and  Budgetary  Control 

a.   Meaning  and  Purpose  of  Budgeting;   The  need  for 
careful,  systematic,  and  complete  budgeting  has  become  axiomatic 
in  public  administration  and  need  not  be  elaborated  upon  mere. 
While  widespread  acceptance  of  trie  necessity  for  bucgetiu;  has 
almost  deified  it,  there  is  a  definite  tendency  to  regard  a 
budget  as  an  end  in  itself  rather  than  as  a  complete  financial 
plan  and  an  indispensable  working  tool  of  administration.   Effec- 
tive budgeting  requires  not  only  the  .  lost  careful  scrutiny  of 
anticipated  receipts  and  expenditures,  but  the  integration  within 
budgets  of  public  service  and  improvement  programs  over  the  near 
and  distant  future.   Budgets  should  include  all  spending  activi- 
ties, and  must  be  constructed  so  as  to  have  meaning  both  internally 
for  the  using  organization  and  externally  as  a  medium  of  public 
information.   Budgets  have  no  meaning  or  value  if  poorly  prepared, 
improperly  applied,  or  vitiated  by  stratagems  after  adoption. 
It  is  against  these  standards  that  the  city  '  s  bud.cetin.  and 
budgetary  control  mechanisms  are  evaluated  herein. 

D«   The  Budget  Calendar;   The  budgeting  process  be;  ins 
about  September  15  of  each  year,  when  department  request  for  is, 
prescribed  by  the  budget  department,  are  sent  to  each  department 
within  the  reviewing  aut^orioy  of  the  city.   Although  the  request 
forms  arc  intended  for  return  by  November  1,  in  practice  many  of 
them  are  not  returned  to  the  budget  department  until  as  late  as 
December  1.   From  t.is  time  until  February  1,  the  budget  depart- 
ment holds  hearings  with  department  representatives  to  review  the 
justifications  offered  for  requests,  and  prepares  a  consolidation < 
for  the  mayor.   The  consolidation  is  reviewed  by   the  mayor, 
explanatory  or  interpretive  material  is  added,  and  a  proposal 
is  submitted  to  council  in  the  form  of  a  message  recommending 
appropriations  and  "tax  orders."   In  council,  the  proposal  is 
referred  to  an  appropriation  committee,  which  holds  public  Hear- 
ings and  recommends  action  to  the  council  as  a  whole.   The  council 
may  decrease,  but  not  increase,  items.   An  appropriation  ordinance 
is  passed  April  1  covering  expenditures  exclusive  of  state  assess-* 
merits,  schools,  and  debt  service,  which  are  not  yet  at  hand  as 
of  this  date.   The  levy  is  passed  June  1,  and  between  April  1 
and  June  1,  council  may  pass  supplemental  appropriations  for  any 
purpose.  After  June  1,  supplemental  appropriations  may  be  made 
only  from  surplus  or  excess  receipts. 

Since  the  fiscal  year  of  the  city  begins  January  1,  the 
present  budget  calendar  requires  the  city  to  operate  without  a 
budget  from  January  1  until  the  appropriation  ordinance  is  enacted 
April  1,  or  three  months.   The  effective  period  of  operation 
without  a  budget  is  actus  ly  extended  until  the  levy  ordinance 
is  passed  June  1,  or  five  months  after  the  beginning  of  the  fiscal 
year,  because  the  power  of  council  to  make  supplemental  appro- 
priate s  in  the  interim  amounts  to  continuing  budgetary  review. 
In  the  interval  between  January  1  and  April  1,  the  law  permits  the 
city  to  expend  money  without  appropriation,  but  limits  the  amounts 
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which  may  be  expended  by  restricting  personal  service  expenditures 
for  any  department  to  the  average  of  such  expenditures  curing 
the  last  three  months  of  the  preceding  fiscal  year,  and  the 
total  monthly  expenditures  of  any  department  to  an  amount  equal 
to  those  of  any  one  month  of  the  preceding  fiscal  year. 

The  operation  of  a  publicly  supported  enterprise  for  any 
period  without  a  budget  is  universally  condemned  by  authorities 
in  the  field  of  public  administration,  since  during  this  period 
the  unit  is  proceeding  without  any  semblance  of  a  financial  plan. 
The  legislative  restrictions  imposed  as  to  expenditures  during 
the  otherwise  uncontrolled  period  of  spending  and  collecting 
are  entirely  ineffective  because  the  accounts  of  the  city  provide 
no  means  of  control  to  assure  compliance  with  such  expenditure 
authorizations  pending  adoption  of  the  budget. 

It  is  strongly  reco-me  ded,  accordingly.,  that  the 
municipal  fiscal  year  be  coordinated  with  its  budget,  or  planning, 
year,  and  that  steps  be  taken  to  secure  legislative  approval 
for  t.iis  action.   Changing  the  fiscal  year  to  begin  July  I  and  end 
June  30  would  require  a  minimum  of  readjustment  in  other  financial 
planning  operations.   The  steps  necessary  to  prepare  the  annual 
financial  plan  should'-fre  deferred  so  that  department  requests 
are  received  by  the  budget  department  April  1,  are  subjected  to 
the  necessary  critical  review,  are  combined  with  requirements 
arising  elsewhere,  are  balanced  against  the  resources  available 
and  to  be  made  available,  and  are  incorporated  in  an  appropria- 
tion and  levy  ordinance  before  July  1.   This  procedure  would 
permit  the  addition  of  the  school  budget,  state  assessments,  and 
debt  service  requirements  before  the  ordinance  is  passed,  and.  would 
provide  for  consideration  of  the  spending  program  in  relation  to 
estimated  resources,  as  discussed  more  fully  below.   The  adoption 
of  the  financial  plan  would  take  place  at  a  time  of  the  year  closer 
to  the  point  when  cash  resources  are  at  their  lowest  ebb,  and  the 
collection  of  revenues  in  support  of  the  budget  would  begin  in 
major  proportions  immediately  after  the  new  financial  plan  becomes 
effective. 

In  order  to  provide  for  the  transition  from  the  calendar 
year  as  the  fiscal  year  to  a  fiscal  year  beginning  July  1,  it  would 
be  necessary  for  the  city  to  adopt  a  six-month  interi  •.  budget  to 
run  fro:  January  1  through  June  30  and  to  make  some  special  arrange- 
ment for  the  financing  of  expenditures  under  this  interim  budget. 
At  the  time  of  the  cutover,  this  period  should  be  covered  by  a 
budget  just  as  the  normal  12-month  year  should  be  covered,  and 
the  data-gathering  machinery  should  be  so  timed  as  to  assure 
adoption  of  the  interim  budget  before  the  end  of  December. 
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c  •   Preparation  and  Review  of  Department  Estimates : 
The  department  requests  previously  referred  to  arc  standard  in 
form,  and  are  prepared  and  submitted  i  ,  u«  equate  detail,  supported 
by  elaborate  work  programs  and  Sao  tabulated  experience  of  prior 
years,  a  practice  for  w.aich  tuo  city  is  to  be  commended.   The 
review  to  whicu  requests  are  subjected  by  the  budget  department, 
however,  is  of  inadequate  critical  value  because  that  department 
has  a  limited  investigating  staff,   Since  the  review  undortaxen 
by  the  budget  department  substitutes  for  a  detailed  perusal  by 
the  chief  executive,  it  is  important  that  it  be  constructive 
in  character*   To  make  it  so,  the  budget  department  should  be 
given  sufficient  staff  to  make  continuous  reviews  of  departmental 
operations  during  the  year,  in  order  to  determine  opportunities 
to  e.,Xect  economies  or  increase  efficiency.   The  budget  depart- 
ment would,  thus,  be  an  agency  for  internal  administrative  audit- 
ing, and  would  be  in  c  far  better  position  to  appraise  requests 
for  appropriatio  s  intelligently  for  the  eaief  executive  and  to 
maae  recommendations  as  to  the  amounts  of  appropriations. 

d.   Mayor's  Budget  Message:   The  mayor's  budget  message 
to  council  should  contain  sufficient  and  appropriate  information, 
not  only  with  respect  to  department  requests,  but  also  with  res- 
pect to  the  general  financial  position  of  the  city  and  the  atti- 
tudes of  the  chief  executive  toward  the  financial  plan,  to  provide 
the  basis  for  intelligent  consideration  of  the  proposal  by  the 
council.   The  mayor's  budget  message  in  Boston  includes  the 
following  elements : 

1.  The  total  amounts  requested  for  each  department. 

2.  The  mayor ' s  explanation  of  increases  or  decreases 
in  requests  as  compared  with  those  cf  the  previous 
year . 

3.  Detailed  comparisons  of  requests  ait a  appropria- 
tions of  the  previous  year. 

h.      a  series  of  proposed  "tax  orders",  which  dedicate 

certain  classes  of  revenues  to  the  support  oi'   speci- 
fied activities,  but  which  do  not  estimate  the 
amounts  of  such  revenues. 

5»   appropriation  requests  by  department,  and  by  Kind 
of  service  or  commodity  within  departments;  and 
requests  for  individual  appropriations  for  special 
projects  and  r  e s or ve s  a 

6.   A  list  of  the  positions  upon  which  requests  for  per- 
sonal service  appropriations  were  based,  showing 
number,  title,  and  salary  range,  by  departments. 

It  is  apparent  that  the  mayor ' s  budget  message  as  des- 
cribed is  in  no  sense  a  complete  proposed  financial  plan,  since 
it  contains  no  school  budget,  debt  requirements,  state  assessments, 
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or  revenue  estimates.   It  is  essentially  only  a  recapitulation  of 
departmental  appropriation  requests  as  approved  and  recommended 
by  the  mayor.   The  omission  of  items  named  is  imposed,  of  course, 
by  the  deficiencies  in  the  budget  calendar  discussed  above.   The 
mayor's  budget  message  could  be  expanded  to  include  the  basic 
elements  of  a  full  plan,  by  the  addition  of  the  information 
wiiich  would  be  available  if  the  fiscal  year  were  changed  as 
recommended. 

Assuming  that  the  concept  of  the  function  of  the  mayor.1 1 
budget  message  is  changed,  it  should  contain  the  following  elemcnl 

1.   A  comparative,  current  account  balance  sheet  at  the 
close  of  the  last  completed  fiscal  year,  for  each 
fund . 


2 


a  consolidated  summary  statement  of  the  budget 
estimates  of  the  resources  and  expenditures  of  all 
funds  for  the  current  fiscal  year  and  the  ensuing 
fis-vil  year  compared  with  the  resources  and  expendi- 
tures of  the  last  completed  fiscal  year. 

3.   A  summary  statement  of  the  operatic ns  of  the  lest 
comDleted  fiscal  year  and  the  budget  estimates 
of  all  funds  for  the  current  fiscal  year  and  the 
ensuing  fiscal  year,  respectively,  classified  hy 
funds . 

h.      a  summary  statement  of  the  operations  of  the  general 
revenue  funds  of  the  city  for  the  last  completed 
fiscal  year  compared  with  the  budget  estimates  of 
resources  and  expenditures  for  the  current  fiscal 
year  and  the  ensuing  fiscal  year  respectively. 

5.  A  summary  state  ent  for  each  special  fund  of  the 
operations  of  the  last  completed  fiscal  year  compared 
with  the  budget  estimates  of  resources  and  expenditures 
for  the  current  fiscal  year  and  ensuing  fiscal  year 
respectively. 

6.  A  detailed  statement  for  each  fund  of  the  receipts 
of  the  last  completed  fiscal  year  compared  with 
the  estimated  receipts  of  the  currant  fiscal  year 
and  of  the  ensuing  fiscal  yc:r  respectively. 

7..   Detailed  statements  of  the  expenditures  of  the  last 
completed  fiscal  year  compared  with  the  estimates 
for  the  current  fiscal  year,  the  departments  estimates 
for  the  ensuing  fiscal  year,  and  the  mayor's  recom- 
mendations for  tiie  ensuing  fiscal  year  respectively. 
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The  expenditures  would  be  detailed  under  classifications 
appropriate  to  the  departments  and  functions  of  the  City  of  Boston. 
The  basic  classification  would  be  organization  units,  i.e.,  the 
primary  units  of  organization  to  which  appropriations  are  to  be 
mads.   Under  each  organization  unit,  expenditures  and  estimates 
would  be  detailed  in  a  single  breakdown  by  objects  of  expendi- 
ture i  -  the  case  of  a  small  department.   In  the  case  of  a  larger 
department,  appropriations  for  each  of  its  subdivisions  might 
be  made  by  objects  t:r  for  specific  functions  or  purposes.   The 
classification  of  expenditures  used  in  the  budget  report,  in 
the  Cc.se  of  each  department,  should  bo  that  w.,ich  will  best  dis- 
close the  operations  and  expenditure  requirements  of  the  depart- 
ment, and  from  which  summarization  of  the  expenditures,  without 
further  analysis,  for  inclusion  in  the  appropriation  ordinance 
can  be  effected. 

c«   Basis  of  Capital  Improvement  .ViudKeting;   Under  the 
present  budget  practice,  annual  capital  improvement  budgets  for 
major  improvements  do  not  represent  planned  portions  of  a  master, 
long-range  program,  but  are  largely  opportunistic,  being  the 
end  product  of  the  pressures  of  demand  for  such  projects  and  the 
means  immediately  available  for  financing  them.   Machinery  should 
be  set  up  to  develop  a  long-range  plan  of  major  improvements 
extending  over  at  least  five  years  and  subject  to  annual  re- 
appraisal.  The  prospective  needs  of  the  city  for  all  improvements, 
ranging  from  new  parks  to  a  new  city  hall,  should  be  examined, 
priorities  assigned,  means  of  financing  tentatively  arrived  at, 
and  all 'data  incorporated  in  a  master  plan.   Segments  of  the 
master  plan  should  be  included  in  eacii  annual  budget  on  this 
planned  basis  to  permit  sound,  smooth  development  of  the  city 
without  undue  sudden  strains  oh  its  financial  resources.   This 
approach  would,  incidentally,  decrease  the  amount  of  detailed 
consideration  which  must  be  given  by  the  mayor  and  council  to 
requests  for  improvement  projects  each  year. 

£•   The  Appropriation  Ordinance:   After  consideration 
of  the  mayor's  budget  Message,  tiie  appropriation  ordi  ance  is 
passed  by  council  in  a  form  parallelling  the  mayor's  report  in 
almost  every  detail.   Appropriations  arc  dot;  iled  by  department 
c.s  to  classes  of  services  and  supplies,  but  without  distinction 
as  to  tne  character  of  tne  items  (that  is,  as  to  whether  expen- 
ditures represent  ordinary  recurring  expenses,  extraordinary 
expenses,  capital  outlay,  or  debt  service).   Equipment  items 
are  included  as  items  in  the  same  breakdown  as  porsonnl  services, 
contractual  services,  supplies,  and  materials*   Since  the  recur- 
ring or  nonrecurring  nature  of  an  expenditure  determines  the 
comparability  of  items  from  period  to  period,  it  is  recommended 
that  a  character  breakdown  within  organization  units  be  included 
in  departmental  estimates,  the  mayor's  budget  message,  and  the 
final  budget.   The  operations  of  each  fund  should  bu  budgeted 
separately,  both  as  to  revenues  and  expenditures. 
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Thc  appropriating  Tor  departmental  expenditures  in 
considerable;  detail  results  in  an  unnecessarily  large  number  of 
transfers,  particularly  late  in  the  fiscal  year,  between  appro- 
priation items.   Appropriations  in  excessive  detail  are  of  little 
value  sine,  it  is  not  possible  to  predict  accurately  what  a 
department  may  be  required  to  spend  for  minor  items,  .many  of 
which  are  appropriated  for  in  .mounts  of  less  than  £25.00  each. 
Strict  adherence  to  the  expenditure  limitations  imposed  by  such 
detailed  appropriations  is  impossible  under  realistic  and  effi- 
cient administration  of  any  activity.   Even  if  such  limitations 
could  be  observed  they  are  und  jsirable  as  they  unnecessarily 
hamstring  the  administrator.   Actually,  they  have  given  rise  to 
the  juggling  of  appropriation  balances  between  such  items  in 
great  number  each  year,  with  its  concomitant  bookkeeping  re- 
quirements and  paper  work.   It  is  recommended  that  the  appropria- 
tions be  made  to  each  department  by  character,  and  within  each 
character  classification,  by  major  classes  of  objects  of  expen- 
diture.  The  three  major  classes  more  commonly  used  are 
(1)  personal  services,  (2)  contractual  services,  and  (3)  supplies 
and  materials.   Current  charges  and  obligations  to  be  paid  should 
bo  detailed.   Detailed  appropriations  should  be  mado  for  capital 
outlays.   Each  major  improvement  or  betterment  (whether  new 
construction,  reconstruction,  ijiajor  repair,  or  rehabilitation) 
should  be  authoritzed  by  a  separate  and  specific  appropriation 
as  should  each  proposed  acquisition  of  land  or  land  and  buildings. 
Appropriations  for  equipment  (all  articles  of  equipment  that  have 
a  useful  life  of  over  one  year  and  are  such  as  should  bo  sub- 
jected to  property  control  accounting)  should  be  detailed  in 
the  appropriations.   Transfers  from  any  appropriation  for  capi-- 
tal  outlays  to  any  appropriation  for  ordinary  recurring  expenses 
or  vice  versa  should  not  be  permissible. 

It  is  particularly  important  that  extraordinary  expenses 
and  nonrecurring  capital  outlay  items  be  distinguished  from 
ordinary  recurring  operating  expenses  since  lack  of  segregation 
leads  to  misleading  totals  and  meaningless  comparisons  of  the 
experience  of  successive  periods. 

No  appropriation  is  self-administering.   Some  agency 
or  office  must  have  responsibility  for  initiating  expenditures 
under  an  appropriation.  Appropriations  for  so-called  "special 
items"  that  are  not  made  to  any  department  or  agency  should 
be  made  to  the  respective  departments  or  agencies  that  are  admin- 
istratively responsible  for  ma 'dug  the  expenditures  authorized 
by  the  appropriations.  The  appropriation  ordinance  should  dis- 
close where  this  responsibility  rests. 

The  amounts  included  in  the  budget  ana  in  the  appro- 
priation ordinance  for  contingency  and  reserve  allowances  should 
not  be  authorized  for  expenditure  without  subsequent  council 
action.  Until  such  action  is  taken,  these  appropriations  should 
be  designated  as  "reserve"  for  the  purposes  for  which  they  are 
made.   Expenditures  should  not  be  made  from  these  reserve  appro- 
priations.  They  should  be  available  only  for  transfers  to 
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spccific  appropriations  for  expenditures  in  order  to  avert 
deficiencies  or  provide  for  unforeseen  contingencies. 

While  excessive  detailing  of  ordinary  recurring  ex- 
penses in  the  appropriation  ordinance  is  highly  objectionable, 
it  should  be  understood  that  the  budget  estimates  should  be  in 
considerable  detail  and,  where  appropriate,  should  be  supported 
by  statistics  of  workloads  and  such  other  information  as  may 
be  deemed  appropriate  for  justification  of  the  amounts  requested. 
The  detailed  estimates  would  then  be  summarized  in  a  draft  of  the 
appropriation  ordinance .. The  appropriation  ordinance  should 
specify: 

1.  That  appropriations  are  available  for  the  purposes 
and  objects  of  expenditure  set  forth  in  detail  in 
the  budget  report,  as  modified  by  council,  and 

as  incorporated  in  the  final  budget. 

2.  That  deviations  therefrom  will  be  strictly  limited 
to  variations  in  the  amounts  of  expenditure  for 
the  detailed  items  supporting  the  appropriations 
for  personal  services,  contractual  services,  and 
supplies  and  materials,  respectively. 

The  effect  of  this  would  be  to  allow  the  administrators 
some  latitude  with  respect  to  detailed  items  of  expenditures. 
Under  the  present  detailed  appropriation  ordinance,  department 
heads  cannot  hold  to  the  detailed  estimates  for  items  of  ordinary- 
recurring  expenses  and,  consequently,  an  elaborate  and  costly 
system  of  transfer  among  appropriations,  which  serves  no  useful 
purpose,  is  utilized.- • 

&•   The  Tax  Levy:  Between  April  1,  when  the  appro- 
priation ordinance  is  passed,  and  June  1,  when  the  tax  rate  is 
theoretically  arrived  at,  school  requirements,  state  assessments, 
debt  service  requirements,  and  estimated  revenues  other  than 
property  taxes  are  determined  by  the  auditor  and  the  budget 
department.   With  this  information  at  hand,  the  auditor  and  the 
assessor  prepare  a  tentative  tax  rate  for  the  mayor,  who  sub- 


h.   The  Final  Budget  Document;  From  the  preceding 
discussion,  it  will  be  seen  that  the  financial  plan  is  developed 
and  adopted  piecemeal.   No  agency  ever  considers  the  total  plan 
as  a  whole,  in  all  its  aspects,  prior  to  adoption  of  any  part 
of  it,  nor  does  any  single  document  carry  the  entire  plan  or 
budget  in  detail,  partly  because  of  the  nature  of  the  budget 
calendar.   If  the  fiscal  year  were  changed  as  recommended,  it 
would  be  possible  to  proceed  smoothly  through  the  steps  in  the 
budgeting  process.   These  steps,,  in  the  modern  practice,  are  as 
follows : 


•-  •> ' 
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1.  Preparation  and  justification  of  the  budget  estimates. 

2.  Review  of  the  budget  estimates  by  the  budget- 
making  authority,  including  hearings  of  depart- 
ment heads  in  explanation  of  their  estimates 
and  justifications,  as  may  be  required. 

3.  Preparation  of:  the  budget  report  comprising 
the  mayor's  message;  the  comparative  summary 
budget  statements;  the  detailed  estimates  of 
resources  and  expenditures  for  the  current  fiscal 
year  and  the  ensuing  fiscal  year,  as  compared 
with  the  actual  resources  and  expenditures  of  the 
last  completed  fiscal  year;  and  a  draft  of  the  ap- 
propriation and  tax  levy  ordinances. 

4.  Presentation  of  the  budget  report  to  council. 
5-   Public  hearings  upon  the  budget  report. 

6.  Adoption  of  the  budget,  with  or  without  modifi- 
cations, as  council  may  determine;  and  preparation 
of  the  appropriation  and  tax  levy  ordinances  to 
give  effect  to  the  budget  as  adopted. 

7.  Passage  of  the  appropriation  and  tax  levy  ordinance 
by  council. 

8. 
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It  should  be  noted  that  the  last  step  is  never  taken 
in  Boston  and,  consequently,  the  complete  financial  plan  is 
never  reflected  in  any  one  document. 

i .  Allocations  of  Costs  for  Financial  Administration 
An  attempt  is  made  through  the  annual  appropriation  ordinance 
to  distribute  costs  of  financial  administration  to  departments 
served  by  the  fiscal  agencies,  by  allocating  certain  employes 
of  the  fiscal  agencies  to  the  departments  served  and  including 
provision  for  their  salaries  in  appropriations  to  the  depart- 
ments served.   The  apportionment  of  costs  is  arrived  at  in  an 
admittedly  arbitrary  manner.   In  the  case  of  self-supporting 
enterprises,  such  as  the  water  department,  there  is  excellent 
justification  for  requiring  the  department  to  bear  its  fair 
share  of  overhead  costs,  provided  the  distribution  is  arrived 
at  on  some  reasonably  accurate  basis-   In  the  case  of  other 
departments  or  agencies,  whose  activities  are  financed  out  of 
general  revenues,  the  distribution  serves  no  practical  purpose 
and  complicates  budgeting,  accounting,  and  financial  reporting. 
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In  any  event,  the  identification  of  individual  positions  for 
allocation  purposes  is  awkward.   It  would  be  better  to: 

1.  Make  an  appropriation  to  each  fiscal  agency  for 
the  full  amount  of  the  salaries  and  wages  of  its 
employes . 

2.  Make  appropriations  to  each  department  served,  such 
as  the  water  department,  which  is  not  financed 
from  the  general  fund,  for  its  expenditures  and 
include,  as  a  separate  item.,  an  amount  for  re- 
imbursement of  the  general  fund,  for  fiscal 
services  of  (naming  the  fiscal  departments  that 
render  the  services). 

3 .  Include  the  amount  of  all  appropriations  for 
reimbursements  to  the  general  fund  from  special 
funds  among  the  estimated  resources  of  the  general 
funds,  as  detailed  in  the  budget  report  and  the 
fiscal  budget . 

4.  Prepare  and  submit  to  audit  and  approval  appro- 
priate vouchers  (a)  to  transfer  the  moneys,  so 
appropriated  for  reimbursements,  from  the  special 
funds  to  the 'general  fund,  and  (b)  to  effect  proper 
charges  to  the  special  appropriations. 

The  amount  of  each  such  appropriation  should  be  deter- 
mined on  the  basis  of  actual  costs  of  the  fiscal  agencies, 
analyses  of  the  services  rendered  to  the  agencies  to  be  charged 
and  estimates  of  these  for  the  budget  year.   Vouchers  should 
be  based  upon  analyses  of  the  costs  and  services  in  the  budget 
year  and  should  be  for  fair  allocations  of  costs.   In  individual 
fund  statements,  the  transactions  effecting  such  allocations 
would  appear.   In  consolidated  operating  statements,  the  amounts 
of  the  reimbursements  would  be  deducted  from  the  expenditures 
of  the  fiscal  agencies  and  Included  in  the  expenditures  of  the 
departments  served  by  the  fiscal  agencies,  sc  that  the  total 
receipts  and  expenditures  of  the  city  as  a  whole  would  not  be 
inflated . 

j.   Budgeting  of  Pensions:  Appropriations  for  pensions, 
workmen's  compensation  payments,  and  similar  continuing  obliga- 
tions to  incapacitated  employes  and  their  families,  not  payable 
from  established  pension  or  retirement  funds,  are  currently 
provided  for  by  appropriations  for  the  amounts  thereof  to  the 
respective  departments  in  "which  the  employes  le,st  served.   Except 
in  the  case  of  self-supporting  public  enterprises,  these  items 
should  be  regarded  as  general  obligations  of  the  entire  city 
rather  than  as  continuing  expenses  of  individual  departments. 
Present  practice  contributes  to  the  complexity  of  accounting 
for  disbursements  while  adding  nothing  to  the  value  of  figures 
reflecting  departmental  operating  expenses,   It  is  recommended 
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that  such  payments  be  appropriated  to  the  auditing  department 
for  disbursement  upon  certification  of  eligibility,  and  that 
the  general  fund  be  reimbursed  for  those  allocable  to  self- 
supporting  enterprises. 

k.   /idministrative  Controls  over  Budgets;   The  effi- 
cacy of  a  budget  or  financial  plan  is  determined  as  much  by  t  e 
manner  in  which  it  is  applied  after  adoption  as  by  the  care  taken 
in  producing  it  in  tie  first  place.  The   step-by--step  implementa- 
tion of  the  plan  throughout  the  year  must  be  supervised  and 
controlled  by  the  responsible  administrative  officials.   No 
le,  islative  or  administrative  devices  should  be  employed  to 
circumvent  tne  budget. 

The  inter-appropriation  transfer  device  is  aeavi  _y 
employed  in  Bpston  to  offset  poor  budgeting  in  the  first  instance 
and,  to  some  extent,  poor  administration  under  t  e  budget.   When- 
ever an  appropriation  approaches  exhaustion,  the  law  peri.il ts  the 
concerned  department  to  initiate  a  request  for  a  transfer  of 
funds  from  any  other  of  its  appropriations  to  the  exhausted 
appropriation.   The  auditor  may  also  initiate  such  a  transfer 
if  he  deems  such  action  desirable.   Unless  the  request  involves 
a  transfer  to  a  personal  service  item,  the  approval  of  tne  mayor 
after  review  by  the  budget  department  and  the  approval  of  the 
auditor  constitute  sufficient  authority  for  the  transfer.   If 
the  request  involves  a  transfer  to  a  personal  service  ite  ,  or 
a  transfer  between  budget  units,  a  two- thirds  vote  of  the  council 
is  required.  After  December  20,  however,  the  auditor,  with  the 
mayor's  approval,  may  make  any  sort  of  transfer  he  dee; uS  desirable 
"for  the  purpose  of  closing  tie  accounts  of  the  fiscal  year". 

In  practice,  a  very   large  number  of  transfers  are  nade, 
particularly  toward  the  close  of  the  fiscal  year  as  appropria- 
tions are  becoming  exhausted.  Many-  of  these  transfers  are  occa- 
sioned by  tne  practice,  previously  noted,  of  appropriating  §J 
and  $10  amounts  for- minor  expense  items  and  would  be  eliminated 
automatically  by  the  recommended  manner  of  appropriating. 
Other  transfers  are  made  as  a  result  of  intrinsic  budgeting 
inaccuracies  which,  should  certainly  be  reduced  by  much  more 
careful  budgeting.   Under  the  proposed  classification  of  appro- 
priations, transfers  between  Items  should  be  permitted  only 
upon  council  action  taken  at  the  recommendation  of  a  budget 
department  vested  with  tne  authority  to  examine  closely  into 
the  justification  for  the  transfer.   The  auditor  should  not  be 
permitted  to  transfer  appropriations  on  his  own  authority  under 
any  conditions,  since  this  authority  constitutes  him  as  a  de 
facto  appropriating  agency,  a  prerogative  which  is  a  legislative 
one . 

Overspending  of  appropriations  is  of  particular  signi- 
ficance in  connection  with  personal  service  items,  since  personal 
services  constitute  the, largest  percentage  of  total  expenses. 
This  class  of  expense  is  all  the  more  important  because  no 
encumbrances  are  set  up  against  appropriations  prior  to  the  actual 
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paymeiit  of  individuals.   Personal  service  appropriations  are 
based  on  departmental  position  lists  submitted  with  requests, 
and  the  budget  department  has  undertaken  to  create  and  maintain 
an  elaborate  position  file  based  upon  these  lists.   During  the 
year,  -however,  departments  can  alter  their  personal  service 
requirements  through  creation  of  new  positions,  changes  in 
pay  rates,  transfers,  and  other  personnel  actions  and  central- 
ized control  through  the  position  list  Is  lost.   The  fundamental 
prescription  for  this  situation  is  the  establishment  of  an  offi- 
cial position  list,  classification  plan,  and  comprehensive 
compensation  plan  for  all  municipal  employes,  and  the  vesting 
of  administrative  responsibility  for  its  control  in  the  budget 
department.   The  budget  department,  under  this  plan,  would  have 
the  authority  to  review  requests  for  the  authorization  of  new 
positions  and  pay  rate  changes,  an  absolute  precedent  to  effec- 
tive control  of  expenditures  under  personal  service  appropriations 

It  Is  Interesting  to  note  that  the  files  already  in 
existence  in  the  department  are  well  adapted  to  the  accumulation 
of  the  necessary  information.   (The  files,  however,  are  designed 
for  hand  posting  rather  than  for  posting  by  typewriter  -  the 
method  now  employed  for  making  some  of  the  "costings..  A  great 
deal  of  time  could  bo  saved  by  making  entries  in  'pen   and  ink).. 
No  additional  employes  would  be  required  to  put  this  plan  Into 
operation,  since  the  current  workload  of  the  department  is  in- 
sufficient to  absorb  the  full  time  and  effort  of  the  existing 
staff.   The  plan  would  also  permit  the  discontinuance  of  the 
punch  card  position  list  being  maintained  by  the  payroll  division 
of  the  auditor's  office.   This  list  is  prepared  in  accordance 
with  the  requirement  that  the  city  auditor  publish  an  annual 
list  of  ail  employes,  and  incidentally  carries  employe  numbers. 
The  employe  numbers  could  be  assigned  by  the  budget  department 
at  the  time  personnel  actions  take-  place,  while  the  preparation 
of  annual  lists  of  employes  would  remain  with  the  departments, 
since  mechanical  preparation  in  the  auditor's  office  has  proved 
impractical. 

!•   Use  of  Continuing  Appropriations:   The  employment 
of  continuing  appropriations,  that  is,  appropriations  which  do 
not  expire  at  the  close  of  a  fiscal  year,  distorts  the  fiscal 
plan  for  every  year.   In  Boston,  this  device  Is  heavily  relied 
on.   The  city  auditor  has  been  given  the  authority,  on  question- 
able legal  grounds,  to  carry  over  the  unexpended  balance  of  any 
appropriations  to  the  following  year.   Most  such  continued 
appropriations  apply  to  Incomplete  capital  improvement  programs, 
but  appropriations  for  ordinary  recurring  expense  items  are 
sometimes  continued  upon  advice  from  a  department  that  an  obliga- 
tion has  been  incurred  but  that  delivery  is  incomplete.   When  it 
is  considered  that  the  auditor  has  the  authority  to  transfer 
unexpended  appropriation  balances  at  will,  and  car  then  continue 
any  appropriation  for  which  there  Is  apparent  justification,  the 
difficulties  of  budgeting  effectively  and  of  having  the  current 
budget  reflect  the  complete  financial  plan  are  apparent.   Al- 
though the  incumbent  auditor  has  not  abus  -d  this  authority  in 
any  way,  the  potential  danger  in  the  practice  is  serious  enough 
to  warrant  abandoning  it. 
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If  a  capital  improvement  protect  financed  from  general 
revenues  will  extend  ever  more  than  one  fiscal  /ear,  tue  capi- 
tal improvement  program  she  ..Id  anticipate  tnis  fact,  ana  eacu 
year's  appropriation  should  be  limited  to  taat  year's  require- 
ments; any  unexpended  balance  at  the  end  of  a  year  arising 
because  of  unanticipated  delays  or  similar  factors . should 
expire  automatically  and  the  program  shoylc:  be  reappraised.   Jhen 
projects  are  financed  by  loans  and  carried  in  special  funds, 
the  special  nature  of  the  continued  appropriation  b,  lances  is 
readily  recognizable  and  offsetting  asset  accounts  are  provided. 
In  this  case,  cootinuing  appropriati>.  ns  are  unavoidable,  but 
construction  programs  suould  still,  of  course,  be  pnased. 

Jhen  phased  work  programs  are  adopted  for  the  carrying 
out  of  capital  impr-  vement  projects,  tiie  expenditure  requirement 
for  any  year  can  be  relatively  closely  estimated.  The   appro- 
priation ordinance  can  authorize  a  Complete  project  and  specify 
the  maximum  amount  that  may  be  spent  on  each  of  two  or  m<  re  years 
on  tiie  project.   Jut  only  the  amount  required  for  any  one  ■'oar 
would  be  included  and  extended  in  tue  budget  for  t, .at  year,  as 
the  expend it  .re  requirement.   For  example,  an  appropriation 
migat  be  aide  in  the  following  terms  t 

To  the  department  of  public  works,  for  the  construc- 
tion of  __ __,  the  sum  of  a3? 500,000,  of  which 

not  in  excess  of  $1,250,000  shall  be  available  for  ex- 
penditure in  the  fiscal  year  ending  <June  30,  1950,  '1,750,000 
in  the  fiscal  year  ending  June  30,  1951 9  and  $500,000  in 
the  fiscal  year  ending  June  30,  1952. 

This  method  permits  the  entering  into  contracts  which 
will  carry  over  tne  end  of  the  fiscal  year  ana,  at  the  same  time, 
places  in  each  annual  budget  only  the  amount  cf  the  planned 
expenditure  in  the  year  covered  by  the  budget.   In  each  fiscal 
year,  duri.ug  the  process  of  budgeting  for  the  ensuing  fiscal 
year,  progress  on  all  such  capital  improvement  projects  would 
be  r e v i e w e d  a nd : 


1.  The  estimated  expenditure  in  the  current  fiscal 
year  redetermined  and  allowed  for  in  determining 
the  fund  surplus  or  deficit  to  be  carried  to 
tne  ensuing  fiscal  year. 

2.  The  total  amount  remai  hng  to  be  expended  i  : 
ensuing  years  determined  for  inclusion  in  the 
appropriation  ordinance  for  the  next  ensuing 
year  as  illustrated  above. 

3.  Tne  amount  to  be  expended  in  the  ensuing  fiscal 
year  to  be  included  in  t  -,e   budget  as  an  expendi- 
ture requirement  and  in  the  appropriation  ordinance 
as  illustrated  above. 
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In  the  case  of  ordinary  recurring  expenses,  of  course, 
the  machinery  for  reflecting  obligations  actually  in  existence 
at  the  end  of  tne  year  should  serve  to  encu  iber  t.ic  appropria- 
tion'" balances,  and  any  unencumbered  balance  should  automatically 
expire. 

m*   Budgetary .  Control  throu;  h  appropriation  i^Cj^ouj^ing; 
In  order  for  administrative  officials  to  be  constantly  aware  of 
the  status  of  appropriations  throughout  the.  fiscal  year,  appro- 
priation accounts  must  be  maintained  to  yield  this  information. 
In  Boston,  an  appropriation,  encumbrance,  and  expenditure  ledger 
is  Kept  oy   tne  office  of  t.ie  city  auditor,  the  accounts  of  widen 
reflect  the  unencumbered,  balances  of  all  appropriations,  and  un- 
encumbered and  unexpended  balances  for  budget  units  and  major 
clauses,  of  expenditures.- 

The  appropriatii n  ledger  consists  of  a  machine-posted 
card  for  each  appropriation,  provided  with  suitable  columns  and 
spaces  for  infor  lational  entries.   Purchase,  service,  or  printing 
orders  issued  by  departments  are  reviewed  by  two  members  of  the 
auditor's  staff  for  accuracy  and  for  the  availability  of  funds, 
a  process  which  could  be  handled  by  one  person  without  difficulty. 
If  an  insufficient  balance  is  indicated  by  tne  records,  the 
depart  tent  is  notified  and  the  ord'.r  intercepted.   If  there  is 
a  sufficient  appropriation  balance,  an  entry  is  made  in  tne 
appropriation  ledger  encumbering  the  appropriation  against  which 
the  item  is  to  be  charged,  and  the  encumbrance  is  subsequently 
"liquidated",  or  canceled,  when  the  companion  invoice  eventually 
is  paid. 

The  machinery  and  forms  used,  and  the  provisions  for 
internal  check,  are  adequate.   The  prime  objective  of  the  entire 
operation,  however,  is  being  undermined  by  procedures  which 
permit  obligations  of  the  city  to  go  unrecognized  until  they  are 
actually  paid.   One  of  these  procedures  is  the  method,  of  handling 
recurring  charges,  i.e.,  items  which  are  payable  at  regular 
intervals  without  involving  renegotiation  of  a  purchase,  as,  for 
instance,  telephone  bills.   Recurring  charges  are  not  set  up 
as  encumbrances  against  appropriations,  but  make  their  first 
appearance  on  the  ledger  upon  receipt  of  an  invoice  and  confirming 
purchase  order.   It  is  thus  entirely  possible  for  a  department 
to  exhaust  an  appropriation  while  recurring  cnar?e  items  are 
still  outstanding.   It  is  recommended  that  recurring  charge 
items  in  departmental  budgets  be  extracted  by  biie  auditor  and  a 
file  card  for  each  item  be  maintained.   No  encumbrances  of  appro- 
priations .need  be  set  up  for  such  items,  provided  tnat  the  posi- 
tion of  each  department's  account  with  respect  to  such  charges 
may  be  readily  determined  by  the  auditor's  office  through  the 
device  recommended.   Provision  should  be  made  for  postings  to 
the  individual  cards  as  items  are  paid  to  provide  a  :ioans  of 
chec  ~in;:  against  estimates  and  to  guard  against  duplicate  pay- 
ments.  If  an  allotment  system  is  installed,  the  allotment  for 
each  such  item  should  be  posted  to  the  card  for  the  item. 
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Another  procedure  which  invalidates  any  conclusions 
drawn  from  the  data  appearing  in  the  appropriation  ledger  is 
the  practice  of  processing  orders  for  goods  or  services  on  a 
confirming  basis.   Many  ordinary  purchase  orders  and  service 
orders,  and  all  printing  orders,  are  merely  confirming  orders. 
The  obligation  is  thus  ready  for  payment  before  an  encumbrance 
can  be  reflected  in  the  accounts  and  over  expenditure  becomes 
possible,  although  numerous  appropriation  transfers  obscure 
the  fact.   The  proper  use  of  the  excellent  controls  offered 
by  the  appropriation  ledger  depends,  in  this  case,  upon  re- 
vamping purchasing  procedures  to  assure  delivery  of  orders  to 
the  auditor  d.s    soon  as  obligations  are  incurred,  or  preferably 
before  they  are  incurred.   Except  in  the  emergencies,  no  obli- 
gation should  be  assumed  b   the  city,  be  it  for  supplies, 
services,  printing  or  contractual  work  unless  provision  is 
made  for  its  immediate  reflection  in  the  auditor's  records. 

n •   Activities  Exempted  from  Normal  Controls :   The 
licensing  board,  the  police  a  apartment,  and  the  courts  are 
exempted  by  operation  of  statutes  from  normal  control  over 
expenditures  under  appropriations  in  that  invoices  involving 
expenditures  in  excess  of  the  appropriations  to  these 
agencies  must  be  paid  by  the  auditor  from  other  funds.   It  is 
obvious,  of  cours  . ,  that  important  municipal  functions  cannot 
be  suspended  if  appropriations  are  exhausted,  yet  the  authority 
to  exceed  original  a-opronriations  should  not  be  vested  in  de- 
partmonts,  but  in  the  municipal  legislative  body.   The  proper 
procedure  in  the  event  that  any  department  exhausts  an  appro- 
priation is  to  require  that  department  to  justify  its  position 
before  the  city  council,  vest  the  council  with  the  right  and 
responsibility  to  review  requests  for1  supplementary  appropriations, 
and  authorize  any  expenditures  over  original  appropriations 
by  an  additional  appropriation  from  specific  resources  known 
to  be  at  hand.   It  is  equally  obvious  that  the  need  for  supple- 
mental appropriations  under  this  plan  would  be  minimized  bv 
adequate  planning.   In  any  event,  there  is  no  justification  for 
the  singling  out  of  certain  municipal  functions  for  exemption 
from  adequate  planning  of,  and  normal  restrictions  upon,  their 
expenditures • 

o.   Control  over  Rates  of  Expenditure:   After  adoption 
of  a  budget,  and  in  the  absence  of  proper  controls,  the  rate  at 
which  obligations  are  incurred  and  expenditures  are  made  is  left 
to  departmental  initiative,   Uncon  rolled  rates  of  expenditure 
c  a  n  not  on  ly  1  e  a  d  to  o  v  e  r  e  xp  e  n  d  .1 1  u  r  e  (bee  a  us  e  a  n  e  s  s  c  n  t  i  a  1  p  ub  lie 
service  must  be  continued  regardless  of  the  status  of  an  appro- 
priation), but  they  also  can  and  do  operate  to  unbalance  outgo 
and  income.   Revenue  realizations  in  Boston  are  heaviest  in  the 
latter  half  of  the  year  when  property  taxes  are  collected,  but 
the  lack  of  machinery  for  prorating  expenditures  to  that  time 
of  the  year  when-  the  city  is  best  able  to  carry  them  contributes 
to  the  necessity  for  borrowing  in  anticipation  of  taxes.   Even 
if  this  were  not  the  ease,  careful  financial  planning  and  effective 
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expenditure   control  require  the  proration  o.f  expenditures  through- 
out the  fiscal  year  according  to  planned  schedules.   This  can  bo 
done  through  an  allotment  system,  and  it  is  recommended  that  such 
a  sy  s  t  e  i  b  e  a d opted. 

An  allotment  system  is  essentially  the  executive  dis- 
tribution of  appropriations  to  certain  periods  of  the  year,  usually 
quarters,  and,  if  desired,  to  a  more  detailed  expenditure  classi- 
fication than  the . appropriations  provide.   Departments  arc  restricted 
within  a  given  period,  by  executive  decision  (which  should  be 
made  by  the  budget  department  to  the  expenditure  of  proper  frac- 
tions of  their  total  appropriations.   The  fractions  should  be 
arrived  at  by  consideration  of  the  relationship  between  depart- 
mental work  programs  and  the  rate  of  revenue  realizations.   As 
soon  as  the  appropriation  ordinance  is  adopted,  each  department 
should  be  required  to  submit  an  allotment  request  to  the  budget 
department  based  on  its  work  program  as  actually  approved  in 
the  budget.   The  allotment  requests  should  then  be  totaled  by 
quarters  and  compared  with  the  resources  estimated  to  be  available. 
Adjustments  should  be  made  in  the  requests  so  that  the  totals  of 
the  allotment  periods  will  conform  as  far  as  possible  to  the 
pattern  of  revenue  realizations.   Allotments  should  be  made  in 
greater  detail  than  the  appropriations,  assuming  the  adoption  of 
recommendations  made  herein,  to  provide  administrative  expenditure 
control  at  the  lowest  practical  breakdown  level.. 

After  approval,  each  department  should  be  advised  accord- 
ingly, and  the  allotments  should  become  the  basis  of  entries  in 
the  auditor's  budgetary  control  ledger  to  record  the  allotments 
and  to  show  the  unallotted  balances  of  appropriations.   The  allot- 
ments should  also  be  posted  to  the  individual  appropriation 
accoun  s  and  encumbrances  should  subsequently  be  uosted  a gal  nst 
allotments  in  detail.   In  posting  allotments  to  appropriation 
accounts,  only  the. total  of  the  items  comprising^ the  allotment 
from  each  appropriation  would  be  posted.   The  auditor  should  not 
attempt  to  control  or  limit/ expenditures  by  individual  items 
c omp rising  each  a 1 1 o tm e n t . r  He  sh o ul d ,  h o w e v e r ,  see  t h a t  o b 1 i g a - 
tions  and  expenditures  are  of  the  kinds  and  for  the  purposes  auth- 
orized by  allotments  and-  should  limit  the  total  expenditures  under 
any  one  allotment  to  the  amount  allotted.   Thus,  an  allotment 
system,  operates  to  budget  annual  appropriations  to  periods  shorter 
than  a  year,  and  to  provide  controls  over  expenditures  in  greater 
detail  than  is  practicable  by  using  detailed  appropriations • 

If  deviations  from  the  allotments  become  necessary 
because  of  changes  in  operating  conditions,  unforeseen  contingen- 
cies, or  error,  departments  should  be  required  to  submit  proe<os©<3.' 
revisions  prior  to  the  allotment  period  in  which  the  deviations 
will  occur,  if  possible,  and  to  obtain  administrative  authoriza- 
tion of  them. 
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Ij. .   Administration  of-  Revenues 

a •   Organization  fo r  Revenue  Admlnls tration i      Th o s e 
municipal  revenues  which  pose  any  substantial  administrative 
problems  may  be  divided  into  two  broad  classes:   taxes  and  de- 
partment revenues.   In  the  case  of  taxes,  the  determination  of 
the  tax  base  and  the  calculation  of  the  liability  of  the  tax- 
payer arc  generally  the  responsibility  of  the  city  assessor, 
while  in  the  case  of  department  revenues,  similar  responsibility 
rests  with  the  individual  departments.   The  actual  collection 
of  taxes  and  of  some  of  the  departmental  revenues  is  the  respon- 
sibility of  the  collecting  department,  to  whom  taxpayer  liabili- 
ties are  "committed"  by  the  assessor  or  departments.   This  arrange- 
ment applies  only  to  those  revenues  for  which  a  definite  liability 
can  be  predetermined,  as  in  the  cases  of  property,  personalty, 
poll,  and  motor  vehicle  excise  taxes,  and  water  billings,.   Other- 
wise, the  individual  departments  make  their  own  collections  and 
deposit  them  with  the  city  collector. 

Responsibility  for  the  prosecution  of  delinquencies 
varies  with  the  nature  of  the  revenue,  but  generally  speaking,  the 
collecting  department  handles  this  problem  for  those  revenue 
items  for  which  receivables  can  be  set  up.   The  legal  phases 
of  the  prosecution  of  delinquencies  are  the  responsibility  of 
the  law  department. 

Through  the  operation  of  a  statutory  requirement,  the 
city  treasurer  is  required  to  control  delinquent  property  tax 
collection  procedures  during  that  phase  of  the  collection  process 
v/hen  properties  are  under  tax  title  to  the  city.   Otherwise,  the 
treasurer's  direct  responsibility  for  collections  is  limited  to 
the  proceeds  of  bond  sales.   The  function  of  the  auditor's  office 
with  respect  to  collection  of  revenues  is  limited  to  the  main- 
tenance of  control  accounts  over  receivables  and  collections. 

b.   Admin  i  s  tra t  i  on  of  Cur re  n t  Re  a 1 '  Pr  ope  r  ty  Taxe  s : 
Real  property  Ts  taxable  each  year  against  the  owner  as  of 
January  1,   Between  that  date  and  July  1,  the  city  assessors 
arrive  at "the  taxable  values  of  parcels  throughout  the  city, 
the  tax  rate  is  determined,  and  the  assessor's  office  prepares 
tax  rolls,  which  consist  of  lists  by  wards  of  owners,  valuations, 
and  taxes  due,  and  tax  bills.   The  tax  bills  for  each  ward  are 
delivered  to  the  collector  uwon  completion.   It  has  usually  been 
possible  to  complete  all  wards  by  the  middle  of  July. 

The  tax  rolls  and  bills  arc  prepared  on  punch  card 
equipment*  A  punch  card  group  of  as  many  as  nine  cards  is  pre- 
pared for  each  parcel  of  property,  and  the  groups  are  arranged 
alphabetically  within  wards.   Each  punch  card  carries  a  part  of 
the  total  information  required  about  the  parcel  of  land  with  which 
it  is  identified;  that  is,  one  card  will  carry  name,  ware,  and 
bill  number;  another,  the  taxpayer's  address;  another,  the  pre- 
mise address;  and  so  forth..  The  punch  card  system  lends  consider- 
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able flexibility  to  the  assessor's  operations  since  data  con- 
cerning parcels  can  be  altered  without  changing  every  card  in  a 
group,  and  since  sorting  devices  are  available  for  extracting 
cards  carrying  any  given  item  of  information,  rearranging  se- 
quences, and  the  like.   The  punch  card  equipment  has  been 
adapted  to  other  forms  of  taxes  with  respect  to  which  there 
is  a  large  volume  of  billing,  as  will  be  noted  later.   In  the  case 
of  realty,  approximately  110,000  accounts  are  currently  being 
handled. 

Three  copies  of  each  tax  bill  are  prepared  simultsn  - 
eously,  th©  first  two  of  which  are  sfnt  to  the  collector's  office 
with  the  tax  rolls.   The  original  is  intended  for  mailing  to 
the  taxpayer;  the  second  copy  is  a  "demand"  notice  which  is 
retained  by  the  collector  to  notify  taxpayers  if  they  become 
delinquent.   The  third  copy  is  held  in  the  assessor's  office 
until  the  period  of  heavy  collections  is  over,  and  is  used  to 
provide  copies  for  taxpayers  who  do  not  have  them  when  they  arrive 
to  pay  bills.   Since  this  arrangement  means  that  the  taxpayer 
must  be  sent  to  another  office  by  the  collector,  often  after 
waiting  in  Dine  to  pay  his  bill,  it  is  suggested  that  the  third 
copy  be  transmitted  to  the  collector's  office  immediately  upon 
preparation,  and  that  signs  be  placed  in  the  collector's  office 
routing  taxpayers  who  fail  to  bring  copies  of  their  bills  to  a 
special  window  or  service  desk. 

Tax  bills  are  prepared  and  delivered  to  the  collector 
without,  totals  of  the  taxes  due,  which  may  include  several  elements. 
The  taxpayer  is  thus  required  to  total  his  own  bill,  and  each 
bill  presented  at  a  teller's  window  must  also  be  footed  by  the 
teller.   It  is  reported  that  the  total  tax  due  has  been  omitted 
from  the  bills  at  the  request  of  the  collector's  office,  on  the 
contention  that  such  totals  would  serve  no  purpose  because  the 
tellers  would  be  required  to  verify  the  3&ovr&£X  of  each  bill. 
However,  if  tax  rolls  were  extended  to  show  totals  and  cross- 
totals  were  checked,  there  would  be  practically  no  opportunity 
for  error.   The  appearance  of  totals  on  the  bills  would  save  time 
at  the  point  of  collection  and  would  assist  the  taxpayer  in  under- 
standing his  bill.   It  is  recommended  that  such  totals  be  Inserted. 

Upon  receipt  of  a  complete  set  of  bills  and  the  roll 
for  each  ward,  deputy  collectors  in  the  collector's  office  verify 
the  bills  against  the  rolls,  and  check  the  addresses  shown  against 
mailing  cards.   The  mailing  card  file  is  an  alphabetical  index  of 
those  taxpayers  desiring  their  bills  to  be  mailed  to  addresses 
differing  from  those  of  their  properties.   Where  Indicated  by 
the  presence  of  a  mailing  card,  an  envelope  i3  hand-addressed  by 
the  deputy  collectors  with  the  new  address,  a  process  which  in- 
volves a  considerable  amount  of  clerical  work.   In  19^-9*  i*  is 
planned  to  send  the  mailing  cards  to  the  assessor's  office  where 
the  mailing  address  will  be  imprinted  on  bills  by  machinery,  and 
the  tedious  hand-addressing  job  will  be  eliminated.   It  is  planned, 
however,  to  continue  to  maintain  the  file  of  mailing  cards  in  the 
collector's  office  before  and  after  the  billing  period.   Since 
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the addressing  of  bills  is  now  a  function  of  the  assessor,  it 
is  recommended  that  the  maintenance  of  the  billing  cards  be 
transferred  to  his  office,  where  corrections  |.n  mailing  addresses 
can  be  fed  into  the  punch  card  files  on  an  orderly  basis  through- 
out the  year. 

After  the  re-addressing  operation  has  been  completed, 
envelopes  are  hand-stuffed  with  the  bills  by  the  collectors. 
The  personal  filling  of  envelopes  by  deputy  collectors, rather 
than  by  lower-salaried  clerks  is  justified  on  the  basis  of  a 
strict  interpretation  of  a  statute  which  requires  deputy  collectors 
to  execute  affidavits  to  the  effect  that  tax  bills  have  been  mailed 
to  owners  of  parcels  of  land.   The  affidavits  in  this  case  are 
executed  by  alphabetical  groups  within  wards,  and  simply  certify 
that  bills  have  been  mailed  to  the  group  identified  in  the 
affidavit.   The  preparation  of  mailing  affidavits  for  real  property 
and  other  taxes  at  this  and  other  points  in  the  collection  process 
represents  a  major  activity  of  the  staff  of  deputy  collectors. 
Under  a  reasonable  interpretation  of  the  law,  affidavits  of  mailing 
could  be  executed  in  blanket  form,  perhaps  in  the  front  of  the 
bound  volumes  of  the  tax  rolls;  or  the  statute  could  be  changed 
specifically  to  permit  this  type  of  certif ication.   Certainly  the 
affidavits  serve  no  purpose  which  would  not  be  equally  served  by 
a  single  certification  of  mailing.   The  clerical  work  involved 
otherwise  is  costly. 

After  mailings  of  original  tax  bills  have  been  completed, 
collection  of  payments  begins,  a  process  which  is  separately  dis- 
cussed for  each  type  of  revenue  later  in  this  report.   If  no 
payment  is  received  by  November  1,  the  demand  notice  is  mailed 
to  the  taxpayer.  About  10  to  15  percent  of  all  bills  are  so 
demanded,  or  in  the  neighborhood  of  15,000  accounts.  Affidavits 
of  mailing  are  again  executed,  but  in  this  case,  the  affidavits 
are  drawn  individually  for  each  piece  of  property  on  a  form 
which  carries  the  name  of  the  owner,  the  amount  of  taxes  demanded, 
and  a  description  of  the  property  involved.   The  hand  preparation 
of  these  affidavits  for  15*000  items  requires  an  obviously  onerous 
amount  of  unproductive  clerical  work,  and  its  elimination  in  favor 
of  blanket  affidavits  as  proposed  above  in  connection  with  the 
original  bill  mailing  would  release  a  pool  of  administrative  and 
clerical  energies  to  be  employed  in  more  productive  directions 
or  eliminated  entirely. 

c .  Administration  of  Delinquent  Real  Property  Taxes 
to  the  Point  of  Tax  Sale:  "Upon  mailing  of  the  demand  notice,  the 
deputy  collectors  have  discharged  their  responsibilities  in  connec- 
tion with  the  collection  of  current  real  property  taxes.   If  the 
account  is  not  paid  within  14  days  from  the  date  of  the  demand, 
the  tax  sale  section  of  the  collector's  office  assumes  responsi- 
bility for  the  administration  of  the  unpaid  parcels  now  delinquent.- 
From  an  examination  of  the  tax  rolls  and  the  affidavits  of  demand 
notices,  the  tax  sale  section  prepares  a  card  ledger  of  "demanded" 
property  remaining  unpaid,  and  routes  the  cards  to  the  assessor's 
office  where  the  exact  property  description  is  entered.   Upon 
return  of  the  ledger  cards  from  the  assessor's  office,  the  rolls 
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must  again  be  checked  for  payments  received  in  the  interim.   On 
those  parcels  for  which  payments  have  still  not  been  received, 
the  necessary  copy  is  prepared  for  advertising  and  sent  to  the 
City  Record  for  preparation  of  galley  proofs.   V/hen  the  proofs 
are  received,  the  rolls  must  again  be  checked  for  interim  payments. 
If  taxes  are  still  unpaid  at  this  point,  a  postcard  notice  is  sent 
to  the  taxpayer  advising  him  that  the  city  is  preparing  to  ad- 
vertise the  parcel  for  tax  sale.   By  way  of  proof,  a  clipping 
of  the  advertisement  from  the  galley  proofs  is  pasted  to  the 
face  of  the  postcard,  an  operation  which  consumes  much  clerical 
time.  After  two  more  weeks  elapse,  the  rolls  are  checked  for  in- 
terim payments  for  the  last  time,  and  the  advertisement  of  tax 
sale  is  printed  for  the  remaining  unpaid  parcels. 

After  advertising,  a  simple  book  is  prepared  in  which  all 
delinquent  properties  are  listed  by  wards',  together  with  amounts 
of  taxes  and  charges  due  and  another  copy  of  the  advertisement. 
The  latter  is  cut  out  of  the  City  Record  and  pasted  in  this  "sales" 
book  alongside  the  listing  of  the  appropriate  parcel.   The  cost 
of  the  total  advertisement  is  prorated  and  added  to  the  sales 
book  with  other  costs.   The  same  information  which  is  entered 
in  the  sales  book  is  posted  to  another  card,  ledger,  which  is  sent 
to  a  private  typing  agency  for  the  preparation  of  the  legal 
document,  or  "instrument  of  taking",  by  which  the  city  will  take 
tax  title  to  the  parcels  still  delinquent.   Schedules  of  proper- 
ties for  which  the  act  of  "tax  taking"  will  be  recorded  are  pre- 
pared, consisting  of  another  set  of  listings  by  name,  ward,  and 
amounts  due.   The  fact  of  taking  is  posted  to  tax  rolls  and  sales 
books,  and  the  tax  title  deeds  are  recorded  in  the  registry  of 
deeds.  Finally,  the  sales  books  and  the  schedules  of  tax  taking 
are  delivered  to  the  tax  title  division  of  the  treasurer's  office 
together  with  the  recorded  deeds. 

d •  Administration  of  Tax  Title  Property:   The  adminis- 
tration of  property  which  has  been  "taken  to  tax  title,  from  this 
point  until  the  date  of  foreclosure,  is  the  responsibility  of  the 
tax  title  division  of  the  treasurer's  office,  which  assumes  account 
ability  for  the  amount  of  receivables  in  tax  title  status  in  the 
same  fashion  as  accountability  for  current  items  is  originally 
assigned  to  the  collector.   Many  of  the  records  and  procedures 
of  the  tax  title  division  parallel  those  of  the  collector's  office. 

Upon  receipt  of  sales  books,  schedules  of  tax  taking, 
and  deeds  from  the  collector's  office,  the  division  prepares  a 
tax  title  ledger  sheet  for  each  parcel,  designed  to  indicate  the 
nature  of  the  owner's  liability  and  to  accumulate  data  for 
several  successive  years   When  payments  are  received  either  by 
mail  or  at  a  teller's  window,  a  complete  statement  of  the  status 
of  the  account  is  prepared  in  triplicate,  one  copy  of  which  is 
the  taxpayer's  receipt,  another  of  which  is  usee  to  balance  out 
the  teller's  daily  collections}  and  the  last  copy  of  which  is 
routed  to  the  law  department  if  suit  to  foreclose  has  been  started. 
The  full  detail  of  receipts  is  posted  to  a  cash  receipts  book,  the 
tax  title  ledger,  a<nd  the  "taking"  book,  and  a  release  is  prepared 
for  the  taxpayer  as  a  means  of  permitting  him  to  clear  his  title. 
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The  lien  created  by  the  tax  title  registration  runs 
indefinitely  as  long  as  it  is  not  released  by  the  city  for  payment 
of  arrears,  but  after  two  years  from  the  date  of  taking,  the  city 
may 'foreclose  to  obtain  full  title.   The  policy  of  the  city  is 
to  foreclose  on  all  properties  under  tax  title  at  the  end  of  the 
two  year  period,  except  for  small  accounts  which  would  cost  more 
to  foreclose  than  the  city  would  collect  through  sale.   Proper- 
ties subject  to  foreclosure  are  determined  by  examination  of  the 
taking  book,  and  the  law  department  is  notified.   When  the  law 
department  advises  that  foreclosure  has  been  accomplished,  the 
various  registers  of  oroperty  under  tax  title  are  so  noted,  and 
a  new  individual  card  ledger  and  register  are  opened,  each 
carrying  the  full  details  of  ownership,  property  location,  and 
amounts  due.   A  copy  of  each  ledger  card  is  routed  to  the  real 
estate  division,  which  is  responsible  for  the  sale,  rental,  or 
other  disposition  of  the  property.   If  it  is  sold,  the  payment 
check  is  received  by  the  tax  title  division,  it-  ich  closes  the 
register  of  property  under  foreclosure.   All  of  the  processes  of 
collecting  payments  against  properties  under  tax  title  or  fore- 
closure, are  reported  to  the  treasurer  in  support  of  collections 
being  deposited,  and  to  the  auditor  so  that  control  accounts  may 
be  posted. 

e.   Clerical  Work  in  Collection  of  Delinquent  Real 
Pro p g r t y  T axe s ;  The  foregoing  description  is  far  from  exhaustive, 
and  is  intended  only  to  highlight  the  fact  that  the  process  of 
collecting  delinquent  real  estate  taxes  is  ponderous  and  com- 
plicated.  It  involves  the  entry  of  similar  information  in  bock 
after  book,  document  after  document.  Even  without  minute  investi- 
gation of  every  ledger  or  register  in  the  tax  sale,  tax  title,  real 
estate,  and  law  offices,  it  is  an  easy  matter  to  locate  numbers 
of  meticulously  prepared,  mutually  duplicating  lists  of  properties* 
Such  lists  are  compiled  in  the  form  of  original  tax  rolls;  as  a 
ledger  of  demanded  property;  as  a  "sales"  or  "taking"  book  listing 
properties  for  which  tax  deeds  have  been  recorded;  as  a  card  led- 
ger of  ta$  title  properties;  as  a  card  ledger  of  foreclosed  prope??- 
ties;  and  \s  a  register  of  foreclosed  properties.   All  of  these 
records  ar<&  tediously  hand  posted,  and  all  of  them  must  be  searched 
if  it  becomes  necessary  to  trace  a  particular  parcel  through  the 
records.   Movement  of  parcels  through  the  process  requires  numerous 
checkings  of  the  tax  rolls  to  ascertain  the  fact  of  nonpayment 
before  a  further  step  may  be  taken.   The  concept  behind  the  publi- 
cation of  tax  title  advertisements  and  the  filing  of  deeds  to  regis- 
ter tax  titles  adds  complications  to  records.   This  entire  tangled 
web  could  be  simplified  with  great  savings  in  time,  effort,  and 
expense  if  the  following  recommendations  w  ere  followed: 

1.   Establish  a  property  ledger  for  delinquent  parcels 
through  the  use  of  the  punch  card  equipment  in  the 
assessor's  office,  and  U3e  this  single  lodger  to 
record  all  action  taken  from  the  time  delinquency 
is  established  until  property  is  eventually  sold, 
to  record  payments  made  by  taxpayers,  and  to  pro- 
vide a  simple  method  of  reconciling  delinquent 
receivables  with  control  accounts.   The  details  of 
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the  establishment  of  this  file  are  described  in 
the  section  of  this  report  devoted  to  the  actual 
collection  of  moneys.   In  essence,  the  proposal 
is  that  a  set  of  punch  card  groups,  carrying  name, 
address,  valuations,  and  taxes  due,  should  be  pro- 
vided for  the  collector  by  the  assessor,  and  groups 
should  be  removed  as  payments  are  received.  At 
the  date  of  delinquency,  the  remaining  cards  in 
the  file  automatically  would  become  a  ledger  of 
delinquent  properties.   These  cards  could  be  used 
to  head  up  delinquent  taxes  receivable  subsidiary 
ledger  cards  so  designed  as  to  be  capable  of  accumu- 
lating the  entire  record  of  action  taken  until  the 
city  is  no  longer  concerned.  All  open  items  on  the 
tax  rolls  should  be  closed  out  by  notation  of  trans- 
fer to  delinquent  status,  and  the  ledger  of  delin- 
quent properties  should  be  physically  transferred 
to  the  departments  or  divisions  responsible  for  suc- 
cessive steps  in  the  collection  procedure.  As 
arrears  are  collected,  postings  should  be  made  to 
the  subsidiary  ledger  and  to  the  control  ac counts 
in  the  central  accounting  office,  and  the  corres- 
ponding punch  cards  removed  from  the  file  so  that 
it  will  provide  a  convenient  means  of  reconciling 
controls  with  the  subsidiary  records.   Costs  and 
penalties  could  be  machine  posted  or  preprinted 
as  desired  on  the  ledger  sheets,  provided  that 
such  costs  were  standardized .   This  system  would 
eliminate  other  listings  of  properties  and  greatly 
simplify  the  records.   One  original  posting  of 
heading  data,  hand  posting  of  interest  charges,  and 
posting  of  payment  would  be  the  basic  required  post- 
ings, and  machines  might  be  used  for  the  latter 
operation.. 

2.   Eliminate  all  taxpayer  notifications  of  delinquency 
after  the  mailing  of  demand  notices.   The  best  way 
to  collect  delinquent  accounts  of  any  sort  is  to 
proceed  rapidly  and  without  favoritism  to  the  legal 
recourses  available.   Firm  application  of  this  rule 
will  produce  as  large  a  percentage  of  payment  as 
attempts  to  frighten  delinquents  with  threats. 

3-   If  notices  other  than  the  demand  notices  must  be 
sent,  eliminate  the  pasting  of  advertisements  on 
postcards  and  run  the  notices  on  tabulating  equip- 
ment, using  the  punch  card  file  described  above. 

4.   Seek  legislation  to  eliminate  the  requirement  for 
tax  sale  advertising  where  the  city  is  taking  tax 
title  .   Since  the  city  has  adopted  the  policy  of 
taking  all  tax  titles,  advertising  serves  no  purpose 
The  preparation,  publication,  filing  and  billing  of 
costs  for  advertising  are  wholly  unnecessary  and 
expensive. 
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f .  General  Comments  as  to  Registration  of  Tax  Liehs : 
The  process  of  registering  instruments  of  tax  taking  to  establish 
the  city's  lien  and  to  make  the  lien  a  matter  of  public  record  is 
cumbersome,  expensive,  and  largely  purposeless.   The  city's  records, 
which  are  equally  as  reliable  for  purposes  of  establishing  the 
validity  of  a  lien  as  the  instruments  which  are  executed  from 

them,  should  be  open  to  individuals  and  agencies  examining  property 
titles,  and  this  examination  should  be  incumbent  upon  such  persons. 
A  proposal  to  this  effect,  however,  would  be  attacked  on  the  basis 
that  it  supposedly  strikes  at  the  very  roots  of  an  ancient  and 
honorable  legal  principle  designed  for  the  protection  of  property, 
even  though  it  has  been  successfully  applied  in  other  states 
without  undue  disturbance  to  the  institution  of  property.   The 
spectacle  of  the  city  preparing  and  registering,  then  releasing, 
hundreds  of  such  liens  each  year,  even  in  times  of  prosperity, 
should  convince  any  disinterested  observer  of  the  absurdity  of 
the  procedure.   If  the  lien  registration  requirement  cannot  be 
eliminated  by  legislative  action,  it  is  suggested  that  a  larger 
fee  be  charged  to  the  delinquent  taxpayer  for  the  unnecessary  ex- 
pense to  the  city. 

g .  Administration  of  Personal  Property  Taxes  :   P e r s o na 1 
property  taxes  are  assessed  against  owners  a s  of  January  1  of 
each  year  by  the  city  assessor,  and  are  due  and  payable  in  equal 
installments  on  July  1  and  October  1.   As  a  matter  of  practice, 
most  significantly  large  personal  property  tax  bills  apply  to  com- 
mercial properties,  there  being  only  about  23,000  accounts  billed 
annually  for  the  entire  city. 

As  in  the  case  of  real  property  taxes,  bills  and  rolls 
are  prepared  by  the  assessor  and  delivered  to  the  collector  for 
collection.   The  bill  is  received  in  three  copies,  the  first 
of  which  is  mailed  to  the  taxpayer,  the  second  of  which  is  the 
demand  notice,  and  the  third  of  which  is  reserved  for  delivery 
as  a.  warrant  to  state  deputy  collectors  as  explained  below.   The 
mailing  process  is  similar  to  that  for  real  property  taxes,  ex- 
cept that  no  alterations  are  made  in  addresses  to  accommodate 
taxpayers,  and  mailing  affidavits  are  executed  in  the  same  manner. 
The  recommendations  made  in  connection  with  the  mailing  of  real 
property  bills,  then,  apply  equally  to  the  mailing  of  personal 
property  tax  bills. 

If  a  personal  property  tax  bill  is  unpaid  after  30  days, 
a  demand  notice  is  mailed.   The  city  deputy  collectors  for  each 
ward  undertake  a  personal  house-to-house  collection  campaign, 
recording  collections  in  controlled,  serially   prenumbered  re- 
ceipt books.   When,  in  the  opinion  of  the  chief  deputy  collector, 
this  campaign  begins  to  yield  too  little  for  its  cost,  the  city 
deputy  collectors  are  withdrawn,  and  the  warrant  copy  of  the  tax 
bill  is  turned  over  to  state  deputy  collectors.   These  individuals 
are  part-time  appointees  of  the  city  collector  with  the  approval 
of  the  state  commissioner  of  corporations  and  taxation,  and  are 
remunerated,  not  with  a  regular  salary,  but  by  fees  which  they  are 
permitted  to  charge  for  their  collection  efforts.   The  state 


deputy  collectors  may,  at  their  own  Initiative,  mail  additional 
notices  to  the  delinquent  taxpayers,  using  either  the  warrants 
which  they  have  received  from  the  collector,  or  a  form  devised 
by  themselves.   If  they  elect  to  mail  an  additional  notice,  they 
do  so  at  their  own  expense,  and  are  permitted  to  add  a  $1.00 
fee  tc  the  amount  of  the  bill.   If  they  do  not  wish  to  mail  no- 
tices, they  may  attempt  to  collect  by  calling  in  person  at  the 
address  of  the  delinquent,  in  which  case  they  are  permitted  to 
collect  a  $2.00  fee  in  addition  to  the  amount  of  the  bill.   The 
deputy  state  collectors  use  their  own  receipt  books,  over  which 
no  central  control  is  established,  accumulate  40  or  50  payments, 
and  then  prepare  duplicate  lists  of  their  collections  indicating 
bill  numbers,  ward,  name,  and  amount  collected.   The  lists  are 
receipted  by  a  teller,  who  retains  one  copy  to  support  his  trans- 
actions and  to  provide  a  posting  medium.   The  deputy  state  collec- 
tors continue  their  free-lance  attempts  to  collect  until  the  chief 
deputy  collector  feels  their  work  is  no  longer  productive,  when 
they  are  withdrawn.   From  2,500  to  3? 000  delinquent  personal 
property  accounts  are  delivered  to  state  deputy  collectors,  of 
which  about  50  percent  are  actually  collected. 

The  employment  of  state  deputy  collectors  on  a  fee  basis 
should  be  discontinued.   The  fee  basis  of  remunerating  public 
officials  is  roundly  condemned  throughout  the  literature  and 
experience  of  public  administration.   Being  outside  the  direct 
control  of  supervisory  officials,  the  time  and  attention  collectors 
may  give  to  the  work  may  vary  considerably  among  the  individuals. 
Opportunities  for  the  abuse  of  authority  when  making  collections 
and  accepting  fees  exist  since  fee  collections  are  not  closely 
controlled  by  city  records.   The  system  opens  the  field  to 
struggles  for  assignments  in  lucrative  areas,  and  to  concessions 
to  friends  or  those  willing  tc  pay  a  price,  for,  in  practice, 
legal  action  is  rarely  taken  by  the  city  authorities  to  force 
a  delinquent  to  pay.   The  3tate  deputy  collectors'  offices  are 
even  located  outside  the  city  hall,  so  that  taxpayers  must  be 
referred  from  the  collector's  office  to  another  location  if  they 
appear  to  pay  delinquent  bills.   Finally,  if  a  taxpayer  pays  a 
tax  under  protest  to  a  state  deputy  collector  and  is  able  to 
establish  his  right  to  refund,  the  city  can  refund  only  the  amount 
of  the  tax,  not  the  fees  collected,  and  the  taxpayer  must  attempt 
to  collect  such  fees  from  the  state  deputy  collector.   If  outside 
collections  are  to  be  continued,  they  should  be  made  by  regularly 
employed  members  of  the  staff  of  the  collecting  department,  and 
fees  should  accrue  to  the  city  treasury. 

It  is  further  recommended  that,  if  outside  collections 
are  continued,  either  by  state  deputy  collectors  or  the  staff  of 
the  collecting  department,  standard,  prenurnbered,  duplicate  re- 
ceipts be  issued  to  collectors,  and  a  register  of  the  numbers 
supplied  to  each  collector  be  maintained  in  the  collector's  office 
for  pericdic  checking  against  the  receipts  used.   No  other  re- 
ceipt forms  should  be  permitted .   At  the  same  time,  the  bills 
delivered  to  the  collectors  for  collect! en  should  be  registered, 
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and  the  collectors  should  be  required  to  account  periodically 
for  either  the  bills  or  for  cash  representing  -he  proceeds  of 
collections.   This  device  will  decrease  the  possibility  of  "kiting" 
inherent  in  the'  present  arrangement. 

After  the  withdrawal  of  state  deputy  collectors ,  the 
tax  rolls  are  checked  to  discover  unpaid  accounts  of  ,?3^  or  more, 
and  the  law  department  is  advised,  a  "warrant  notice"  in  the 
form  of  a  threat  of  legal  action,  which  notice  is  not  required  by 
law,  is  sent  to  the  residue  of  smaller  outstanding  accounts.  The 
purposes  of  the  warrant  notice  are  to  induce  a  few  additit nal 
payments  through  fear  and  to  check  on  the  activities  of  t..>.e  state 
deputy  collectors.   If  no  payment  results  from  the  warrant  notice, 
the  open  account  xs   transmitted  to  the  law  department  and  no 
further  aggressive  action  to  collect  is  taken  by  the  collecting 
department.   The  uncollected  accounts  are  carried  on  the  books  of 
the  city  until  a  decision  is  made  to  write  them  off,   ut  no  clear 
policy  as  to  write-offs  could  be  determined. 

In  the  case  of  personalty  taxes,  as  for  real  property 
taxes,  control  of  receivables  and  machine  preparation  of  taxpayer 
notices  should  be  accomplished  through  the  use  of  a  punch  card 
file  continuously  corrected  for  payments.   The  proposal  is  dis- 
cussed previously  and  need   not  be  expanded  here.   The  only  basic 
difference  in  application  would  lie  in  the  fact  that  no  ledger 
for  unpaid  accounts  should  be  opened. 

Althou  h  it  is  beyond  tne  province  of  this  report  to 
comment  on  the  desirability  or  practicability  of  the  types  of 
revenue  being  collected  by  tne  city,  it  must  be  noted  that  the 
personal  property  tax  as  now  levied  is  a  wholly  impractical  tax. 
It  is  imposed,  in  effect,  on  a  small  group  of  taxpayers,  assess- 
ments arc  arbitrary,  and  collections  are  spotty.-   It  is  suggested 
that  tne  amount  of  the  personal  property  tax  might  best  be  deter- 
mined arbitrarily  through  the  use  of  a  constant  applicable  to 
the  property  tax,  floor  space,  or  some  other  basis  common  to  all 
real  property  taxpayers.   The  acceptance  of  this  suggestion  would 
permit  the  incorporation  of  personal  property  tax  bills  on  real 
property  tax  bills  and  would  automatically  solve  the  collection 
problem  and  eliminate  outside  collections  by  permitting  the  use  of 
the  procedures  suggested  for  realty  taxes. 


h.   administration  of  Poll  Taxes;   Poll  taxes  are  assessed 
against  male  inhabitants  of  certain  ages  as  of  January  1,  on  the 
basis 
Census 

19'+9 

card  equipment.   Until  the  present,  the  preparation  o£   bills  has 

been  contracted  to  an  outside  typing  agency. 


nst  male  inhabitants  of  certain  ages  as  of  January  1,  on  the 
s  of  a  door-to-door  census  conducted  by  the  police  department, 
us  results  are  reported  to  the  assessor,  who,  beginning  in 
,  will  prepare  poll  tax  bills  and  the  tax  rolls  with  punch 


Bills  and  tax  rolls  are  delivered  to  the  collector  for 
collection  as  in  the  case  of  real  and  personal  property  taxes, 
except  that  bills  are  grouped  within  precincts  as  well  as  wards. 


Ci. 
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The  mailing  and  collection  processes  are  identical  with  those 
employed  for  personalty,  and  the  same  recommendations  apply, 
including  discontinuance  of  state  deputy  collectors  on  a  foe 
basis,  provision  for  control  of  receipts,  and  institution  of 
a  punch  card  control  file.   In  the  case  of  Doll  taxes,  the 
fundamental  question  as  to  the  appropriateness  of  the  tax  as 
revenue  source  is  even  more  subject  to  question,  since  collec- 
tions arc  scarcely  50  percent  of  billings  and  prosecution  of 
many  delinquents  is  impractical. 

i .  Administration of  hot or  Vehicle  Excise  Taxes : 
The  liability  of  a  motor  vehicle  owner  for  excise  tax  is  reported 
to  the  assessor  upon  registration  of  the  vehicle  by  the  state 
registry  ox*  motor  vehicles.   Bills  and  rolls  will  be  prepared, 
beginning  in  19**9)  on  punch  card  equipment,  the  process  differing 
from  that  described  for  other  taxes  only  in  that  rolls  are  pre- 
pared alphabetically  rather  than  by  wards. 

The  roll  and  tax  bills  are  delivered  Co  the  collector 
for  collection,.  In  this  case,  procedure  after  demand  differs 
somewhat  from  that  followed  for  personalty  or  poll  taxes.   At 
the  same  time  that  the*  warrant  copy  is  delivered  to  the  state 
deputy  collectors,  a  notice  is  prepared,  for  tn  state  registry  of 
motor  vehicles  which  sets  in  motion  action  to  recall  the  owner's 
registration  and  plates.   Measures  to  enforce  tee  tax  must  be 
taken  within  the  year  of  registration,  which  ma -as  enforcement 
difficult  or  impossible  when  bills  cannot  be  mailed  until  late 
in  the  year.   As  a  result,  delinquencies  >.  re  substantial,  as 
witness  the  ;.j2/7,000  in  old  motor  vehicle  taxes  indicated  as 
outstanding  on  the  city's  balance  sheet  as  of  December  31?  19*+7. 

There  is  one  simple  and  intelligent  solutio  \   to  the 
problem  of  collecting  motor  vehicle  excise  taxes.   It  is  to  re- 
quire the  payment  of  the  tax  to  the  state  at  the  ti  >e  the  vehicle 
is  registered,   a  reasonable  amount  Should  be  deducted  from  col- 
lections ti  reimburse  the  state  for  administrative  expense,  and 
the  balances  remitted  to  the  cities  wherein  the  re;  istrants 
claim  residence.   To  assure  simplicity  and  'avoid  the  complications 
of  changing  ownership,  the  tax  she  ild  apply  to  the  owner  at  the 
time  of  registration.   This  proposal  is  extremely  simple  and 
direct.   To  drive  a  car  in  the  state,  an  owner  must  have  a 
registration  certificate  and  license  plates 5  to  get  them,  he 
should  be  required  to  pay  his  excise  tax.   Tiie  result  of  -'('option 
of  t.iis  recommendation  would  be  almost  100  percent  collection  of 
outstanding  taxes,  elimination  of  the  inequities  among  taxpayers 
in  the  present  system,  and  relief  if  the  city  from  unduly  high 
administrative  expenses  of  collection. 

One  reasonable  alternative  means  of  achieving  a  high 
percentage  of  collections  would  be  the  enactment  of  a  local 
motor  vehicle  registration  ordinance  requiring  owners  living  within 
the  city  to  register  their  vehicles  with  the  city  as  a  police 
measure,  and  requiring  the  presentation  of  evidence  of  payment 
of  the  tax  as  a  condition  precedent  to  the  issuance  of  a  sticker 
or  plate.    Enforcement  of  the  excise  tax  under  such  an  ordinance 
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would  probably  not  be  as  effective  as  under  the  first  proposal, 
but  it  would  be  simple  and  easily  administered  as  compared 
with  the  present  system. 

j .  Administration  of  Department  Revenues  -  Committed 
Accounts :   The  office  of  the  city  collector  not  only  operates  as 
the  collecting  agency  for  taxes  committed  to  it  by  the  assessor, 
but  is  also  the  collecting  agency  for  certain  of  the  operating  city 
departments  whose  activities  give  rise  to  recuring  revenues 
susceptible  to  billing  and  to  the  recording  of  receivables.   In 
such  cases,  the  bills  are  usually  prepared  by  the  department, 
although  occasionally  by  the  city  collector.   In  either  case, 
a  "commitment"  is  made  which  measures  the  responsibility  of  the 
collector,  and  for  which  accounts  are  maintained  in  his  office 
and  the  office  of  the  city  auditor. 

Committed  accounts  include  those  originating  in  the 
city  printing  department;  in  the  street  laying-out  and  public  works 
departments  for  special  assessments  for  street,  sidewalk,  and  sewer 
improvement  projects;  in  certain  licensing  departments;  in  the 
water  department  for  sales  of  water;  and  in  a  number  of  other 
miscellaneous  activities.   Examination  of  the  methods  of  handling 
these  accounts  has  led  to  no  recommendations,  and,  therefore, 
these  methods  are  not  described  herein. 

k .  Administration  of  Department  Revenues  -  None ommit ted 
Accounts:   Numerous  departments  collect  revenues  from  the  sale  of 
services,  licenses,  permits,  or  merchandise-,  and  from  other  sources, 
for  which  the  city  collector  is  the  initial  central  depository 
or  recording  agency.   Receipts  of  the  traffic  commission,  ferry 
service,  school  cafeterias,  Sumner  traffic  tunnel,  and  a  few  other 
agencies  are  deposited  directly  in  banks  by  the  collecting 
agencies.   A  department  may  buy  a  cashier's  check  payable  to  the 
city,  or  arrange  for  the  certification  of  a  deposit  slip,  either 
of  which  is  then  transmitted  to  the  collector.   Other  departments 
deposit  their  collections  direct  with  the  collector  against 
his  receipt.   No  central  controls  are  established  over  receipt 
forms  or  collection  methods  other  than  through  conclusions 
which  may  be  reached  in  audits  and  enforced  by  the  city  auditor, 

The  practice  of  having  collecting  departments  deposit 
actual  cash  or  cashier's  checks  with  the  collector,  for  redepesit 
with  the  treasurer  a,nd  thence  with  banks,  is  unnecessarily  compli- 
cated and  introduces  some  duplication  of  effort.   It  is  recommended 
that  any  departments  which  collect  appreciable  amounts  of  revenues 
be  supplied  by  the  city  auditor  with  standard,  triplicate,  pre- 
numbered  deposit  slips .   Departments  should  then  deposit  directly 
with  designated  banks,  which  would  verify  the  slips.   The  depart- 
ment would  retain  one;  a  second  copy  would  be  routed  to  the  auditor; 
and  a  third  would  go  to  the  treasurer  for  the  posting  of  necessary 
accounts.   The  prenumbering  of  the  forms  would  permit  the  auditor 
to  trace  the  disposition  of  unused  slips. 


The  lack  of  controls  over  collection  procedures  in 
departments  Cc.n  le  d  to  carelessness  at  the  point  where  money 
chrnges  hands.   It  is  reconuended  tint  the  audi  cor  prescribe 
receipt  forms,  as  standard  as  possible,  for  every  department 
where  payment  is  reflected  by  receipts.   The  receipts  should  be 
prenumbered  by  th-.  auditor  and  issued  to  tne  using  department 
against  a  register,  so  that  departments  may  be  required  to  account 
periodically  for  all  numbers  disposed  of.   No  department  should  be 
permitted  to  devise  and  print  its  own  receipt  forms.  Jhero    the 
volume  or  nature  of  collections  requires  machi  e  receipting,  it 
is  recommended  that  the  auditor  review  the  methods  of  handling 
cash  and  prescribe  proper  safeguards. 

'5.   Cash  Receivin  and  Accounting  Procedures  of  the  Collector's 
Office 

a.  -Organization  for  Cash  Receiving:   The  actual  re- 
ceiving of  moneys  in  payment  of  taxes  and  committed  departmental 
revenues  is  handled  by  a  group  of  nine  permanent  and  two  acting 
tellers  in  the  collector's  office,  under  the  general  supervision 
of  a  head  teller,   oix  of  tlio  tellers  operate  at  windows  in  the 
office;  four  are  usually  assigned  to  mail  remittances;  and  an 
additional  one  or  two  are  assigned  where  traffic  requires.   Seven 
teller  clerks  are  also  employed,  and  are  ordinarily  assigned  to 
window  tellers  as  assistants. 

For  purposes  of  internal  check  and  analysis  of  receipts, 
the  collector's  office  is  also  provided  with  a  statistical  and 
tabulating  staff,  consisting  of  ton  permanent  employes,  supple- 
mented by  eighteen  additional  temporary  employes  during  peal;  collec- 
tion periods.   The  minimum  number  of  personnel  necessary  to  operate 
the  section  during  slack  periods  has  not  yet  been  determined, 
hut  it  may  exceed  the  ten  permanent  employes  now  provided,   a 
supervisor  is  in  charge  of  this  group.   The  equipment  employed 
is  of  the  punch  card  type. 

b.  Jlndow  Collections i      Wnen  a  taxpayer  presents  his 
tax  bill  ant'  cash  or  cheek  in  payment  thereof  at  a. teller's  window 
the  teller  receipts  the  bill  with  a  perforating  machine,  returns 

a  stub  to  the  taxpayer,  makes  change,  and  retains  the  city's  copy 
or  "coupon".   Taxpayers  occasionally  present  large  batches  of  bills 
at  one  time  covering  several  pieces  of  property,  and  these  batches 
can  bo  perforated  with  ease  ten  or  more  at  a  time.   Tellers  then 
pass  coupons  to  their  assistants,  who  prepare  lists  of  checks  by 
maker,  bank  number,  and  amount.   Checks  are  separated  "oy   kind  of 
bill  (real  estate,  water,  poll,  etc.)  and  batches  of  not  more 
than  hO   are  totaled  and  returned  to  the  teller.   The  teller  re- 
adds  each  batch,  enters  the  total  on  a  blotter,  and  routes  it  to 
the  statistical  and  tabulating  section. 

as  tellers  accumulate  currency,  they  deposit  with  the  ••• 

cashier,  making  blotter  entries  for  their  own  records,  but  no 

cashier's  receipts  are  issued  for  these  deposits  until  the  end  of 

the  day,  when  cash  is  balanced  out  against  the  coupons  accumulated 
for  each  teller  in  the  tabulating  section* 


c.  Mail  Remittances:   Remittances  received  by   nail  are  opened 
by  hand  under  the  supervision  of  the  chief  clerk,  an  operation  which 
might  be  considerably  speeded  by  employing  simple  machines,  recently 
marketed,  which  open  envelopes  along  the  entire  upper  edge  witn  ease 
and  dispatch.   As  bunches  of  checks  are  accumulated,  they  are  routed 
without  batch  identification  to  the  window  tellers  who  handle  them 
thereafter  as  window  receipts i      It  is  recoiimended  that  mailed  checks 
be  batched  and  that  an  independent  record  of  the  batch  totals  be  main- 
tained to  prevent  the.  possibility  of  "kiting"  by  window  tellers,  who  1 
are  also  handling  cash  over-the-counter  receipts. 

A  receipt  for  any  mail  payment  is  not  sent  to  the  taxpayer 
unless  a  self-addressed  anc-  stamped  envelope  is  enclosed,  with  the  pay- 
ment, in  spite  of  the  fact  that  the  face  of  the  tax  bill  promises  a 
return  receipt  if  only  a  self-addressed  envelope  is  enclosed.   It  is 
suggested  that  it  is  only  fair  to  ta-ipayers  to  change  the  legend  on 
the  face  of  bill  forms  to  conform  to  actual  practice. 

d.  Depositing  Practices:   Deposits  are  made  .'daily  for  the 
receipts  of  cue  previdus1  day.   T.  ,e  lists  oj  makers,  bank  numbers,  and 
amounts  as  prepared  by  assistant  teller's  are  used  as  deposit  slips. 
The  use  of  these  detailed  lists  of  individual  checks,  which  require 
considerable  clerical  time  to  prepare,  and  which  had  to  be  prepared 
for  about  21+1+,000  checks  in  19*+ ';>  could  be  eliminated  by  microfilming 
equipment.  An  experiment  with  such  equipment  gave  unsatisfactory 
results  because  the  equipment  available  at  the  time  would  not  record 
both  front  and  back  of  checks.  Equipment  new  available  will  record 
both  sides  of  eaci";  check,  provide  two  copies  simultaneously,  mechani- 
cally endorse  each  check,  identify  the  check  so  that  it  may  be  traced 
subsequently  to  filed  film  rolls  and  tellers,  develop  film  roils  on 
the  spot  within  an  hour  or  so  after  exposure,  anc!  provide  means  of 
reading  films.   It  is  recommended  tnat  such  equipment  be  purchased  to 
relieve  tellers'  assistants  for  other  duties.   The  deposit  slips  would 
continue  to  carry  adding  machine  listings  of  the  amounts  of  individual 
checks.,  but  these  could  be  prepared  during  the  same  operation  as  the 
microfilming  run,  and  it  would  no  longer  be  necessary  to  list  the 
names  of  makers  and  bank  numbers. 

e»   Statistical  and  Tabulating  Operations:   Batches  of  coupons 
from  tellers  are  processed  iii  the  statistical  and  tabulating  section 
to  establish  internal  check  by  verifying  batch  totals;  to  arrive  at  a 
distribution  of  receipts  by  kinds  and  tellers;  to  arrive  at  a  distri- 
bution of  receipts  by  ward  and  year;  and  to  prepare  tabulations  of 
accounts  collected  for  cash  receipt  book  entries.   Coupons  and  summary 
data  are  finally  routed  to  an  audit  clerk  for  balancing  against  re- 
ceipts and  thence  to  deputy  collectors  for  posting  to  tax  rolls. 

The  methods  of  processing  coupons  within  the  statistical  and 
tabulating  section  to  accomplish  the  desired  ends  are  quite  complicated, 
and  no  purpose  would  be  served  by  describing  them  here..   In  point  of 
workload,  the  operation  requires  the  punching  of  something  in  the 
neighborhood  of  a  million  cards  a  year,  which  are  used  once  for  t-je 
purposes  just  named  and  are  then  discarded.   Annually,  about  h25,000 
is  expended  in  salaries  to  hire  operating  personnel,  ^^00  in  rental  of 
supplementary  equipment  during  rush  seasons,  and  $1,000  for  punch  cards. 
The  investment  in  machinery  is  around  $17 ,'500.   In  view  of  this  expense, 
it  would  seem  reasonable  to  search  for  a  simpler  alternative  method  of 
accomplishing  the  same  results.   A  recommended  alternative  involves  the 
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use  of  validating  cash  register  equipment  in  tellers'  cages  and  the 
alteration  of  certain  of  the  procedures  used  in  preparing  tax  rolls 
and  providing  internal  checks  and  controls.   The  elements  of  the 
proposed  system  are  summarized  as  follows i 

1.   The  ward  system  of  preparing  tax  rolls  and.  achieving 
control  over  receivables,  should  be  abandoned  in 
favor  of  the  delivery  of  the  rolls  to  the  collector 
by  the  assessor  in  alphabetical  order.   The  ward 
system  serves  no  purpose  other  thai  to  divide  the 
total  billing  job  into  convenient  groups,  an: 
objective  which  division  of  the  alpho.be t  into  snail 
groups  would  achieve  equally  as  well. .  Treatment  of 
all  receivables  on  alphabetical  basis  should  be 
extended  throughout  the  entire  collecting  process 
and  would  operate,  in  general,  to  simplify  records 
at  every  step  in  the  process. 

2i      When  taxrolls  and  bills  for  alphabetical  groups 

are  received  by  the  collector,  they  should  be  pro- 
cessed as  previously  recommended,  but  by  alphabetical 
groups  instead  of  wards. 

3«   The  colluc tor's  office  should  be  supplied  with 

punch  card  groups  for  each  taxpayer  prepared  from 
the  cards  in  the  assessor's  office,  in  alphabetical 
order,  and  files  cf  these  cords  should  be  set  up 
in  the  collector's  office  by  kinds  of  taxes,  sub- 
divided by  alphabetical  groups » 

i|..   Each  teller  (or  teller's  assistant)  should  b  e 

supplied  with  a  validating  cash  register,  equipped 
with  sufficient  internal  registers  and  distributive 
keys  to  handle  the  major  classifications  of  revenues 
and  a  miscellaneous  internal  register  for  less  fre- 
quently encountered  items.   Seven  such  machines, 
each  with  a  fifteen-register  capacity  should  be 
sufficient,  and  would  cost  about  $11,000,  or  less 
than  the  cost  of  the  present  punch  card  equipment* 

5«   The  tellers'  windows  should  be  identified  by  al- 
phabetical g roups,  and  taxpayers  should  be  required 
to  present  themselves  at  the  appropriate  window. 
Mail  remittances  should  be  similarly  routed..'  It 
might  be  necessary  to  assign  more  than  one  alpha- 
betical group  to  a  window,  but  a  register  would,  have 
to  be  provided  for  each  group. 

6.   When  a  taxpayer  presents  his  bill  and  money  at  the 
window,  the  bill  would  be  receipted  by  the  register 
on  both  stub  and  coupon.   As  the  teller  punches 
in  the  amounts  of  the  different  taxes  represented, 
tho  totals  for  various  types  of  receipts  will 
accumulate  in  separate  registers  in  the  machine 
and  cannot  be  tampered  with  because  the  machine  is 
locked. 


«:'• 
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7.  If  windows  are  crowded  with  people  waiting  to  pay 
tax  bills,  and  it  is  desired  to  speed  the  receipting 
process,  the  bills  could  be  perforated  as  now,  and 
the  co  iporis  then  passed  to  assistants  for  cash 
register  validating.   Alternatively,  additional 
windows  could  be  opened  during;  periods  of  heavy 
collections.   Assistants  to  tellers  will  not  be 
preparing  lists  of  checks  if  microfilming  is 
employed,  and  should  be  well  able  bo  process  coupons 
in  registers.  ^  similar  procedure  can  be  used  if 
large  groups  of  bills  are  or  sented  simultaneously. 

8.  The  coupon  batching  system  should  be  discontinued 
entirely.   Coupons  should  be  accumulated  in  the  order 
of  receipt  until  the  end  of  the  day  and  used  for 

the  location  of  errors,  this  process  being  simpli- 
fied by  the  automatic  identification  of  coupons  and 
register  entries  with  serial  numbers.  Accumulations 
of  convenient  sums  of  cash  should  be  deposited  with 
the  cashier,  the  cashier  should  be  required  to  issue 
a  receipt  for  the  amount  so  deposited,  and  the 
teller's  cash  should  be  replaced  with  the  receipt. 

9.  At  the  end  of  the  day,  the  registers  should  be  totaled 
by  the  cashier  or  other  responsible  individual  having 
possession  of  the  keys,  and  will  show,  on  a  tope, 

the  totals  collected  by  each  teller  for  each  type  of 
receipt.   Miscellaneous  receipts  can  be  analyzed 
quickly  with  an  adding  machine.   The  register  totals 
are  the  basis  for  checking  out  the  tellers'  cosh 
drawers. 

IQ*  The  totals  of  all  registers,  each  containing  sub- 
totals for  alphabetical  groups,  will  produce  the 
grand  totals  for  the  day,  and  this  information 
would  be  posted  to  control  accounts  by  the  auditor 
and  collector. 

11.  After  the  tellers  have  been,  chocked  out,  the  punch 
card  groups  corresponding  to  the  coupo.  ls  for  which 
collections  have  been  made  should  be  removed  and 
run  on  tabulating  equipment  to  produce  the  cash 
receipt  book  sheets  for  the  day.   Internal  check  would 
be  assured  at  this  point  by  the  comparing  of  the 
totals  of  the  cash  sheet  tabulation  with  the  day's 
register  totals. 

12.  The  punch  card  groups  remaining  in  the  file  of  active 
accounts  would  thus  always  represent  the  unpaid  ac- 
counts for  a  g  ven  type  of  billing,   as  previously 
described,  these  cards  can  be  employed  to  balance 
control  accounts  with  subsidiary  accounts  receivable 
ledgers,  and  to  head  up  ledger  cards  for  delinquent 
real  property  taxes. 


The  procedure  suggested  above  would  provide  tue  city 
v/ith  information  identical  to  that  now  supplied  by  the  statisti- 
cal and  tabulating  organisation,  with  entirely  adequate  internal 
check.  Mo  pretense  is  made  that  all  the  details  of  the  operation  are 
covered  in  the  proposal.   Initiative  would  be  required  on  the 
part  of  city  officials  to  solve  minor  operational  problems  which 
can  never  be  anticipated  in  a  broad  proposal  of  this  sort.   The 
crux  of  the  natter  is  that  the  statistical  and  tabulation  section 
with  the  exception  of  enough  staff  and  equipment  to  tabulate  cash 
sheets,  could  be  completely  eliminated  at  an  annual  saving  of 
over  j.25,000  without  any  additions  to  the  teller  staff. 

6 •   Preaudit  .and. Pay  ent  of  Claims  Representing  Expenditures 

a-   Ge ne r a 1 ;   tfith  few  exceptions,  disbursements  made 
by  the  city  are  authorized  by  the  mayor  and  auditor  through  the  • 
medium  of  drafts,  and  are  made  by  trie  treasurer  on  the  authority 
of  the  drafts.   The  details  of  the  procedures  involved  in  preaud.it- 
ing  and  paying  claims  representing  expo  ditures  vary  with  the  nature 
of  the  disbursements  and  the  necessity  for  speed.  Which  determine 
the  type  of  drafts  that  will  be  used  to  authorize  payme.  ts.   In 
the  following  paragraphs,  the  procedures  ar  ,  therefore,  discussed 
under  separate  headings  for  the  various  types  of  drafts  employed. 

b-   Types  ..of  Drafts ;   The  lost  Commonly  used  draft  is  the 
"voucher",  "monthly",  "or"  ^regular1'  draft,  which  authorizes  dis- 
bursements for  the  mass  of  ordinary  expenditures  e.:cept  those  for 
salaries  and  wages.   "Discount"  drafts  are  used  to  authorize 
disbursements  for  supplies  and  services  when  the  vendors  have 
offered  discounts  for  quick  payments.   "Special"  drafts  are  used 
when  expeditious  treatment  is  desired  for  refunds,  court  executions, 
debt  and  interest  payments,  petty  cash  reimbursements,  contracts 
carrying  reserve  clauses,  and  certain  other  special  cases.   "Pay- 
roll" drafts  are  used  for  disbursing  personal  service  payments  to 
employes,   as  discussed  later,  certain  of  the  treasurer's  disburse- 
ments are  made  without  drafts. 

c.   Disbursements  under  Regular  Drafts:   The  city's 
obligation  to  pay  for  the  ordinary  run  of  materials  and  contractual 
servLces  first  takes  form  when  departments  requisition  purchases 
and  purchase  orders  are  issued  or  contracts  entered  into.   As 
elsewhere  described,  the  issuance  of  a  purchase  order  results  in 
a  bookkeeping  entry  encumbering  the  appropriation  from  which  the 
disbursement  will  be  made.  When  the  department  actually  receives 
the  goods  or  services  ordered,  it  executes  and  sends  to  the  audi- 
tor's office  a  receiving  report  which  is  collated  with  the  open 
purchase  order.   The  vendor's  invoice,  which  is  submitted  on  his 
own  form,  is  mailed  either  to  the  auditor  or  to  the  originating 
department;  if  it  is  received  by  the  auditor,  it  is  re-routed  to 
the  department.   The  department  preaudits  the  invoice  insofar  as 
it  is  able  to  do  so  with  the  information  at  hand,  accumulates 
batches  of  invoices  by  vendors,  prepares  a  statement  of  invoices 
for  each  vendor  represented,  and  a  "requisition",  or  request  for 
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payment,  for  the  total  of  all  requisitions  in  the  group,  and  for- 
wards them  to  the  auditor.   The  requisition  indicates  the  vendors, 
the  amounts  payable  to  each  vendor,  and  a  breakdown  of  appropria- 
tion charges • 

In  the  auditor's  office,  the  invoices  received  from  de- 
partments are  collated  with  purchase  orders  and  receiving  reports 
and  are  fully  preaudited.   The  department  preaudit  duplicates  the 
auditor's  preaudit  and  appears  to  serve  no  purpose  other  than  to 
permit  the  department  to  control  the  sequence  of  payments  and  to 
maintain  its  own  accounting  records,  which  are,  of  course,  dupli- 
cated in  the  auditor's  office.   A  broad  proposal  for  changing  the 
flow  of  paper  work  supporting  disbursements,  which  would  eliminate 
this  overlapping  effort,  is  made  later  in  this  report. 

The  pre audi  ting  staff  consists  of  11  full  time  and  three 
part  time  employes,  handling  an  average  of  about  250  purchase, 
service,  and  printing  orders  per  day.   This  workload  could  be 
handled  by  a  smaller  staff.   Overs taffing  of  the  section  has  led  to 
the  undesirable  practices  of  permitting  employes  to  arrive  for  work 
late,  take  excessively  long  lunch  periods,  spend  considerable  time 
in  extraneous  conversation,  and  leave  the  office  early.   The  auditor 
has  established  work  performance  records  to  show  the  output  of  each 
examiner.   On  the  basis  of  these  records  the  auditor  should  be  in  a 
position  to  determine  accurately  the  actual  staff  requirements  for 
preauditing  and  no  doubt  will  effect  a  reduction  in  the  number  of 
examiners  now  employed. 

The  preauditing  process  should  be  more  carefully  super- 
vised to  assure  its  efficacy.   For  example,  no  check  is  customarily 
made  to  assure  availability  of  funds  for  the  payment  of  recurring 
charge  items,  for  which  appropriations  are  not  encumbered.   It  has 
been  suggested  previously  that  a  card  index  of  recurring  charge 
items  be  maintained  in  the  auditor's  office  to  assure  the  avail- 
ability of  funds  before  invoices  are  actually  received.   The  use  of 
this  index  would  also  eliminate  the  possibility  of  double  payments 
of  recurring  charges  inherent  in  the  existing  system.   Where  recur- 
ring charges  are  not  carefully  controlled,  there  is  usually  a  ten- 
dency to  accept  invoices  without  matching  open  purchase  orders  as 
recurring  charges,  a  practice  which  can  permit  unauthorized  pur- 
chases to  bo  made.   Utilization  of  the  proposed  card  file  would 
accomplish  reservation  of  the  funds  and  assure  against  duplicate 
payments. 

The  preaudit  might  also  be  improved  with  respect  to  the 
handling  of  requirement  contracts,  contracts  not  carrying  reserve 
clauses,  and  other  contracts  not  paid  on  special  drafts,  since 
no  routine  check  is  made  of  the  total  disbursements  against  the 
total  of  the  contract.   It  is  recommended  that  memorandum  entries 
of  payment  schedules  be  made  in  a  contract  register  or  on  contract 
jackets  upon  receipt  of  a  contract  and  as  disbursements  are  author- 
ized.  This  arrangement  would  assure  that  payments  correspond  with 
the  provisions  of  the  contract  and  that  total  payments  do  not 
exceed  the  total  authorization. 
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Upon  completion  of  the  prcaudit,  copies  of  the  statements 
of  invoices  for  each  vendor  are  forwarded  to  the  treasurer,  who 
prepares  checks  accordingly.   Checks  are  not  mailed  out  until 
batches  of  statements  of  invoice  are  accumulated  and  compared 
with,  similar  accumulations  in  the  auditor's  office  to  assure 
agreement  of  totals.  The  system  of  assuring  correspondence  of 
batch  totals  is  extremely  complicated  in  detail  and. need  not  be 
described  since  the  elimination  of  the  entire  procedure  is  later 
recommended.   The  necessity  for  batching  and  for  checking  batch 
totals  arises  because  no  authority  for  a  disbursement  has  yet 
been  issued  to  the  treasurer  in  the  fonn   of  a  draft,  yet  it  is 
desired  to  pay  vendors  as  rapidly  as  possible  and  payments  are 
therefore  made  in  anticipation  of  the  regular  draft. 

The  city  departments  do   not  appear  to  be  conscious  of 
the  fact  that  payments  are  made  to  vendors  in  the  regular  course 
of  events  in  anticipation  of  the  monthly  draft.   In  their  zeal 
to  protect  vendors,  departments  specify  the  monthly  draft  on  which 
invoices  are  to  be  paid  on  their  statements  of  invoices,  and 
continue  to  indicate  payment  on  the  current  month's  draft  well 
after  the  deadline  wnich  has  been  set  by  the  auditor.   This  prac- 
tice makes  it  impossible  to  complete  the  monthly  draft  and  balance 
out  the  appropriation  ledger  at  the  end  of  the  month  thus  delaying 
preparation  of  statements  of  appropriation  balances  and  complicating 
procedures  in  the  auditor's  office  *   It  is  recommended  that  tae 
departments  be  apprised  of  the  practice  of  paying  regular  invoices 
in  anticipation  of  drafts,  and  that  the  deadline  be  respected  by 
the  departments  so  that  the  records  of  the  department  and  the 
auditor  may  agree. 

Checks  are  prepared  by  the  treasurer  by  typewriting  the 
necessary  legend  on   the  face  of  duplicate  checks,  inserting  amounts 
on  a  check  writer,  and  signing  with  a  signature  nacai  ie.   Checks 
are  then  inserted  in  Window  envelopes  and  mailed  to  vendors. 
Checks  are  ^renumbered,  but  blank  checks  are  used  to  replace  voided 
numbers,  and  the  r  placement  number  entered.   It  is  recommended 
that  all  cnecks  be  prenumbered  and  no  unnumbered  checks  be-. kept 
in  the  treasurer's  office  except  under  the  most  rigid  control. 
Jhen  a  check  is  voided,  it  should  be  so  marked,  retained  for  per- 
manent file,  and  carried  as  voided  in  the  re cords.   The  objective 
of  tiiis  recommendation  is  to  guard  against  casual  use  of  unnumbered 
checks  by  unauthorized  personnel. 

Once  each  month,  the  regular  draft,  in  the  form  of  a 
listing  of  vendors  and  amounts,  is  actually  prepared,  approved 
by  the  mayor,  and  forwarded  to  the  treasurer  to  cover  the  disburse- 
ments already  made.   The  disbursements  on  the  monthly  draft  are 
carried  to  the  books  of  the  treasurer  and  then  to  the  books  of 
the  auditor  from  reports  of  the  treasurer. 
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d.  Disbursements  undor  Disccunt  Drifts:   Invoices 
carrying  discounts  for  prompt  payment  are  routed  to  the  auditor's 
office  because-,  at  one  time  in  the  past,  it  was  planned  to  control 
discounted  invoices  through  use  of  a  register.   This  device  is  not 
now  employed,  rnd,  consecuontly,  discounted  invoices  arc  rerouted 
by  the  audi  tor Ts  office  to  the  originating  departments  in  the 
sane  fashion  as  in  the  case  of  other  invoices.   Initial  routing  to 
the  auditor  under  the  present  system  of  department  preauditing 
should  be  eliminated  by  changing  instructions  to  vendors  on  pur- 
chase orders. 

Discounted  invoices  receive  special  handling  in  the  de- 
partments, and  are  forwarded  to  the  auditor  separately.   The 
procedure  for  nayment  is  generally  the  same  as  for  disbursements 
under  the  regular  draft,  but  is  expedited  throu.ghout.   Payments 
are  made  by  the  treasurer's  office  the  day  of  receipt  of  invoice 
statements  if  they  are  received  by  one  o'clock.   Drafts  arc  drawn 
up  on  a  weekly  instead  of  a  monthly  basis. 

This  system  does  not  always  assure  the  payment  of  items 
within  the  discount  terms  because  of  delays  in  routing  the  in- 
voices between  the  auditor  and  the  departments,  but  discounts  are 
taken  nonetheless  and  the  city  rarely  is  required  to  refund  them. 
The  city  is  not,  however,  taking  advrntage  of  the  intention 
announced  on  its  purchase  orders  to  deduct  a  two  percent  discount 
for  payment  within  tun  days  unless  the  vendor  specifically  indi- 
cates otherwise  on  his  inv  ice.   It  is  recommended  that  the  city 
pursue  this  announced  policy  to  take  advantage  of  the  substantial 
savings  which  would  accrue  thereby.   If  this  step  is  token,  it 
will  be  necessary  in  all  fairness  to  vendors  to  assure  actual 
payment  within  the  ten-day  period,  and  adoption  of  the  proposal 
made  later  in  this  report  regarding  the  processing  of  invoices 
should  make  this  entirely  possible. 

e.  Disbursements  under  Special  Drafts:   The  original 
intent  of  the  special  draft  was  to  provide  a  means  of  immediate 
payment  of  venders  when  desired  for  special  reasons,  on  the  as2ump« 
tion  that  payment  under  the  regular  draft  implied  delay  until  the 
end  of  the  month.   The  special  draft  device  is  still  used  for  this 
purpose,  but  its  application  has  been  widely  expanded. 

V/hon  a  department  wishes  the  immediate  payment  of  a 
vendor,  it  initiates  a  special  requisition  identified  as  payable 
by  special  draft.   The  special  requisition  receives  priority 
treatment  in  the  auditor's  office,  a  special  draft  is  prepared, 
and  the  draft  is  immediately  routed  to  the  auditor  and  mayor  for 
-approval  before  payment,  this  being  the  only  type  of  payment  for 
which  formal  approval  of  the  draft  is  actually  obtained  before 
disbursement.   The  payee  is  notified,  picks  up  the  special  draft, 
carries  it  to  the  treasurer's  office,  and  receives  his  check 
immediately. 


-6l- 

Special  drafts  are  also  used  tc  authorize  payments  for 
refunds,  executions,  debt  service,  and  welfare  disbursements. 
Refunds  and  executions  are  paid  at  the  direction  of  the  collector 
or  law  department  by  treasurer fs  advances  to  payees,  reimbursed 
by  a  periodic  special  draft.   In  this  case,  the  effect  of  using 
the  advance  device  and  the  special,  draft  is  simply  tc  assure 
imme  di  a  t c  p ay  me  n  t  • 

Payment  of  interest,  coupons  and  redemption  of  bonds 
are  handled  in  much  the  same  way.   The  treasurer  advances  payments 
upon  presentation  of  coupons  or  bonds,  and  is  reimbursed  by  specia.1 
draft;  if  the  interest  coupons  are  registered,  the  special  draft 
is  still  used,  but  is  issued  in  advance  of  payment.   Under  the 
present  system  of  handling  bond  and  interest  records,  both  the 
treasurer  anr)  the  a\iditcr  maintain  registers.   The  treasurer's 
registers  are  checked  when  coupons  or  bonds  are  presented  for 
payment,  and  the  auditor's  registers  are  checked  when  the  treasurer 
requests  a  reimbursing  draft.   It  is  suggested  that  the  regis tore 
maintained  by  the  treasurer  are  unnecessary.   Incoming  demands 
for  payment  of  interest  or  of  matured  bonds  should  be  routed  to 
the  auditor,  who  would  verify  the  liability  in  his  registers, 
authorize  the  treasurer  to  pay,  and  (under  the  present  system) 
reimburse  the  treasurer  by  special  draft. 

The  special  draft  device  is  also  used  to  authorize  the 
issuance  of  checks  to  the  public  welfare  department  for  re-dis- 
bursement by  that  department  in  the  form  of  relief  payments* 
The  initial  disbursement  from  city  funds  Is  made  against  require- 
ment estimates  in  round  figures  and  is  regarded  on  the  books  of 
the  city  as  any  other  disbursement  even  though  unknown  amounts  of 
unused  balances  may  be  maintained  in  the  special  bank  account  under 
the  control  of  the  welfare  department.   Inquiry  could  not  establish- 
post  auditing  practice  clearly.   Apparently  the  genesis  of  the 
procedure  is  in  the  volume  of  welfare  payments,  which  are  made  on 
punch  card  checks,  nnd  which  would  be  a dnini strati vely  awkward 
to  issue  from  the  city  treasurer's  or  auditor's  office. 

No  objection  can  be-  raised  to  the  principle  of  delegating 
control  over  the  determination  of  the  pro  riety  of  welfare  payments 
to  the  welfare  department  because  of  their  special  nature,  but 
strong  objection  can  be  raised  to  the  institution  of  a  special 
bank  accoant  outside  of  the  city  records  and  completely  beyond 
the  control  of  the  city  treasurer.   It  is  recommended  that,  in 
order  to  restore  welfare  funds  to  the  control  of  the  treasurer, 
welfare  appropriations,  receipts,  and  disbursements  be  carried 
in  a  special  fund  by  the  treasurer  and  auditor,  the  purpose  of 
which  should  be  the  segregation  of  moneys  for  payments  to  recipi- 
ents of  welfare  aid.   Officials  in  the  welfare  department  should 
be  formally  deslgnat-  d  to  act  for  the  city  auditor  and  treasurer 
in  connection  with  the  authorization  and  disbursement  of  payments. 
Payment  checks  shoald  be  prepared  as  at  present,  and  the  disburse- 
ments from  the  fund  should  be  rep-,  rtcd  periodically  to  the  city 
auditor  and  treasurer. 
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f»   Disbursements  under  Payroll  Drafts;   Payroll  drafts 
arc  used  for  the  payment  of  personal  service  obligations  to  city 
employes.   In  general,  the  determination  of  the  liability  to 
the  employe  rests  with  the  employing  department*,  the  review  of 
the  evidences  of  liability  rests  with  the  city  auditor;  and  the 
responsibility  for  the  actual  disbursement  of  payments  rests  with 
the  treasurer  under  authority  received  from  the  auditor.   Thus, 
the  fundamental  responsibility  assignments  are  no  different  than 
those  for  other  liabilities. 

The  actual  physical  preparation  of  payrolls  is  entrusted 
to  the  auditing  department  in  those  cases  where  the  payees  are 
in  3tatic  enough  groups  so  that  rolls  are  adaptable  to  preparation 
on  tie  punch  card  and  tabulating  equipment.   Of  the  7^3  payrolls 
being  prepared  when  this  activity  was  under  study,  6o3  were  being 
prepared  on  the  auditor's  tabulating  equipment.   The  others  were 
being  prepared  by  various  other  departments.   Because  of  the  use 
of  traditional  pay  dates,  departmental  payrolls  may  be  prepared 
and  reviewed  by  the  auditor  well  in  advance  of  the  end  of  the 
payroll  period  -  as  long  as  six  'lays  in  advance  for  weekly  payrolls 
and  two  weeks  in  advance  for  monthly  payrolls • 

Prepared  payrolls  are  subjected  to  audit  in  the  auditor's 
office.   The  payroll  audit  is  essentially  the  process  of  assuring 
proper  authorization  for  changes  in  successive  payrolls;  that  is, 
new  appointments,  new  positions, transfers,  rate  changes,  and 
other  actions*   The  actual  audit  is  performed  by  the  audit  section 
of  the  auditor's  payroll  division,  which  assures  that  such  changes 
are  approved  by  the  mayor,  the  budget  department,  the  civil  service 
commission,  and  the  auditor  before  the  payroll  can  be  paid.  • 

In  practice,  the  civil  service  commission  makes  its  own 
payroll  audit,  in.  most  cases  through  a  representative  assigned 
to'  the  auditor's  payroll  division.   In  the  case  of  a  few  large 
rolls,  however,  the' civil  service  commission  requires  the  payrolls 
to  be  sent  to  them  for  approval  before  payment,  a  procedure  which 
delays  processing.   Since  the  payroll  auditors  must  have  in  their 
possession  a  written  approval  from  the  civil  service  commission 
for  the  various  personnel  actions  before  such  action  may  be  re- 
flected on  a  payroll,  all  of  the  civil  service  requirements  are 
automatically" met.   Therefor.,,  it  is  recommended  that,  to  eliminate 
processing  delays,  the  review  of  payrolls  by  the  civil  service 
commission  proper  be  performed  after  the  payroll  has  been  not*- 

The  writing  of  pay  checks  is  divided  between  the 
treasurer's  and  the  auditor's  offices  depending  upon  the  adapt- 
ability of  the  pavroll  to  machine  methods.   Of  the  weekly 
average  of  about  f-j.,300  check  payments,  about  1,200  are  prepared 
by  the  auditor's  office  on  punch  card  equipment,  2,100  by  the 
treasurer  on  addressograph  equipment,  and  1,000  by  the  treasurer 
on  type wr i  te  r s  • 
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Employes   may  be  paid  cither  by  check  or  in  each..   Of 
the  total  number  of  employes,  approximately  two-thirds  are  paid 
in  cash  and  one-third  by  check.   The  employes  paid  by  cash 
include  many  who  occupy  administrative  positions. 

The  method  of  delivery  in  the  case  of  payees  compen*- 
sated  by  checks  varies  with  the  circumstances.   Checks  may  be 
mailed  to  the  home  address  rf   the  employe,  picked  up  personally, 
or  entrusted  to  a  supervisory  employe  for  redistribution.   Cash. 
payments  may  be  made  at  paymaster  windows  in  the  c'ity  hall,  by 
outside  paymasters  direct  to  individuals,  or  may  even  be  entrusted, 
as  in  the  case  of  checks,  to  supervisory  employes  for  rcdastri* 
but ion. 

Pay  periods  may  be  weekly,  semimonthly,  or  monthly. 
No  consistent  pattern  is  distinguishable.   Weekly  payrolls  include 
many  admini s  tra  tive  empl oye s . 

The  summary  of  payroll  procedures  just  presented  repre- 
sents a  distillation  of  the  immensely  complicated  system  which 
Boston  uses  to  pay  employes.   A  full  description  of  the  system 
would  require  months  cf  analysis  and  hundreds  of  pages  of  report 
material,  which  would  serve  no  purpose  except  to  obscure  the 
essential  facts.   However,  it  should  be  stated  at  this  point 
that  additional  information  on  the  need  for  control  of  expenditures 
for  personal  services  is  contained  in  a  separate  report  of  this 
series.   This  separate  report  deals  with  certain  phases  of  per- 
sonal service  expenditure  control,  such  as  timekeeping,  atten- 
dance reporting,  absence  reporting,  and  other  activities  carried 
en  principally  outside  the  financial  agencies,  that  are  not 
dealt  with  herein. 

In  an  administrative  operation  as  large  as  that  of  the 
City  of  Boston,  the  value  of  simplification  and  standardization 
in  payroll  procedures  is  beyond  exaggeration.   As  a  matter  of 
fact,  the  larger  the  number  nf  employes  which  an  organisation 
must  pay,  the  more  essential  become  simplification  and  standard- 
ization, since  the  complications  introduced  by  special  procedures 
for  individuals  or  small  groups  of  employes  multiply  geometri- 
cally as  the  number  cf  employes  increases  arithmetically*   Payroll 
administration  in  Boston  has  retained  vestiges  of  a  system  applica- 
ble to  the  city's  smaller  size  many  years  ago.   The  system 
would  be  difficult  of  efficient  application  now  in  an  opera- 
tion of  ten  employes,  much  less  thousands.   It  is  an  incredibly 
complex  administrative  problem  because  of  the  largo  number  of 
individual  payrolls,  the  variations  in  frequency  of  payment,  the 
differences  in  methods  of  payment,  and  the  variety  of  methods  of 
delivering  payments.   There  is  no  means  of  measuring  the  unnecessary 
costs  involved,  but  they  are  obviously  considerable.   A  vigorous 
and  continuous  campaign  must  be  undertaken  to  improve  payroll 
handling  procedures,  including  the  following  steps: 
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1.  The  total  number  of  payrolls  should  be  substantially 
reduced  by  consolidation.   Under  present  practice, 
payrolls  do  not  conform  to  rrgoniz  ation  units  be- 
cause departments  submit  numerous  rolls  carrying 
one,  two,  three,  or  four  people  to  assure  prompt 
handling.   Regardless  of  the  reasons  advanced  for 
special,  small  payrolls,  the  auditor's  office 
should  be  authorized  to  consolidate  them  ruthlessly 
and  to  require  their  submission  or  preparation  in 
accordance  with  the  regular  pattern  into  which  the 
city's  organization  units  are  arranged. 

2.  The  variations  in  payrolls  and  payroll  handling 
could  be  further  reduced  by  standardizing  pay  periods, 
a  step  which  is  obviously  necessary.   It  would 

be  most  desirable  to  limit  weekly  pay  periods  to 
personnel  at  the  laborer  level,  r.nd  to  pay  all 
administrative  and  supervisory  personnel  on   a  semi- 
monthly basis.   This  policy  is  widely  r.nd  success- 
fully applied  in  commerce  and  industry,  where  the 
pay  period  is  simply  a  condition  of  employment. 
Un  for  tun  a  t  e 1 y ,  a  Ma  s  s  a  c hu  s  e 1 1  s  s  t a tu t  e . r e  qui  r e  s  all 
employers  in  the  state,  including  municipalities , to 
adhere  to  a  weekly  pay  period  for  all  employes. 
Every  effort  should  bo  exerted  to  effect  repeal 
or  modification  nf  this  statute  to  permit  use  of  a 
sensible  pay  plan.   Failing  this,  the  city  should 
comply  with  the  statute  by  standardizing  the  pay 
period  at  a  week. 

3«   The  differences  in  means  of  payment  also  serve  to 
multiolv  the  numbers  and  types  of  pavroll.   The 
average  of  16,500  cash  payments  a  week  to  employes 
is  objectionable  on  two  important  grounds:   cash 
payment's  create  opportunities  for  the  misuse  of 
public  moneys;  and  they  are  prohibitively  expensive. 
It  is  strongly  recommended  that  very  serious  con- 
sideration be  given  to  the  discontinuance  of 
cash  payments  in  fever  of  paying  all  employes  by 
check.   The  popular  reaction  to  this  proposal 
may  be  insistently  antagonistic,  and  objections 
will  be  raised  on  the  basis  of  difficulty  in  cashing 
checks.   This  objection  is  readily  answerable  in 
terms  of  the  experience  of  large  commercial  enter- 
prises and  of  neighboring  states.   Arrangements 
might  be  made  with  banks  for  cashing  of  city  checks 
upon  personal  indentif ication  only,  with  the  city 
agreeing  to  assume  responsibility  for  endorsements. 

If  for  no  other  reasons,  cash  payrolls  should  be 
discontinued  in  toto  to  relieve  the  city  of  the 
expense  of  paymasters,  and  chauffeurs  and  police 
protection  for  outside  paymasters.   The  cash  account- 
ing, c  u  r  r  e  n  c  y  c  oun  t  i  n  g ,  a  n  d  °ss-'vcir  t  e  d  r  e  c  o  r  ^  s  c  ou  1  d 
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be  eliminated;  most  of  the  space  devoted  to  pay- 
master windows  in  the  city  hall  could  be  released 
for  other  purposes^   and  much  of  the  time  employes 
spend  in  collecting  pay  would  be  saved* »  Although 
many  more  checks  would  be  prepared,  the  net  work- ■ 
load  increase  in  the  divisions  ih.  ich  are  concerned 
with  check  preparation  and  bank  reconciliation  would 
be  less  than  the  savings  of  time  and  effort  which 
would  be  achieved  by  discarding  the  entire  paymaster 
system,  especially  if  this  step  is  coupled  with 
the  simplification  of  payroll  processing  which  would 
result  from  the  adoption  of  this  entire  group  of 
r  e  c  omme  n  da  1 1  on  s  •  • 

ij..   The  consolidated  payrolls  suggested  should  be 

carefully  scrutinized  to  uncover  additional  rolls 
which  could  be  handled  successfully  on  punch  card 
and  tabulating  equipment  rather  than  by  typewriter 
or  hand. 

5«   The  checks  now  being  prepared  on  addressograph 

equipment  in  the  treasurer's  office  could  and  should 
be  prepared  with  the  auditor's  punch  card  and 
tabulating  equipment  if  the  recommendations  above 
were  followed.   Since  the  addition  of  this  group 
and'. conversion  of  cash  to  check  payments  would 
operate  to  Increase  the  workload  of  the  tabulating 
equipment  beyond  its  present  capacity  in  spite  of 
the  standardization  and  simplification  program, 
it  would  be  desirable  to  operate  the  equipment  en 
a  two -shift  basis  with  additional  employes,  or  to 
procure  punch  card  equipment  capable  of  preparing 
checks  and  rolls  simultaneously  to  replace  the 
present  equipment  which  must  do  this  job  in  separate 
operations. 

6«-  Upon  adoption  of  the  recommendation  that  all  pay- 
ments be  made  by  check,  it  will  be  possible  to 
simplify  and  standardize  the  methods  of  delivering 
checks  to  employes  and  to  assure  better  protection 
against  payments  to  fictitious  payees.   Insofar 
as  is  practicable,  checks  should  be  mailed  or 
delivered  directly  to  identified  payees.   "When 
personal  delivery  is  impractical,  intermediaries 
should  be  officially  authorized  to  act  by  the  de- 
partments involved,  and  by  the  individuals  to 
whom  the  checks  are  made  cut. 

7*   The  punch  cards  used  by  the  auditor's  office  to 

prepare  checks  and  rolls  cannot  accomodate  the  full 
names  of  many  payees  because  of  space  limitations • 
These  cards  carry  written-out  job  titles,  which 
occupy  a  disproportionate  amount  of  the  available 
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space  but,  even  so,  must  often  be  abbreviated  to 
the  equivalent  of  coding*   It  is  recommended  that 
job  titles  be  coded  in  numerals  to  release  space 
for  the  insertion  of  the  full  name  of  the  pa.yee  and 
for  other  uses. 

The  group  of  recommendations  just  listed  presents  the 
most  important  conclusions  with  respect  to  disbursements  under 
payroll  drafts.   Additional  opnortunities  for  the  simplifica- 
tion of  procedures  were  discovered  during  the  course  of  the  study 
upon  which  this  report  is  based,  and  are  listed  as  follows: 

1.  It  is  the  city's  policy  to  pay  school  teachers  for 
the  months  of  June  and  July  at  the  end  of  June  in 
order  to  aid  .them  in  financing  their  vacations. 

On  the  basis  of  the  belief  that  it  is  important  to 
avoid  issuing  two  checks  so  that  the  treasurer's 
office  will  be  relieved  of  additional  paper  work, 
the  double  payment  is  made  on  a  single  check*   To 
make  this  possible;,  the  auditor's  office  must  run 
an  entirely  new  set  of  punch  cards  for  the  double 
payments,  and  the  l\.t 000  payroll  entries  involved 
must  be  subjected  to  a  complete  payroll  audit. 
The  punch  cards  are  of  no  value  after  this  special 
payroll  is  prepared.   Since  the  additional  work 
imposed  on  the  auditor's  office  far  exceeds  the 
work  which  would  be  imposed  on  the  treasurer's 
office  by  the  handling  of  the  additional  checks • 
it  is  recommended  that  teachers  be  paid  with  two 
separate  checks  prepared  from  the  regular  punch 
cards. 

2.  An  employe  may  be  docked  one-fifth,  one-sixth,  or 
one-seventh  of  his  weekly  rate  for  loss  of  a  day, 
depending  upon  his  salary  level,  and  upon  whether 
his  rate  of  pay  is  set  on  a  weekly  or  annual  basis. 
The  arrangement  is  inequitable,  and  it  is  recommended 
that  the  docking  be  uniformly  based  unon  one -fifth 

of  the  five  day  work  week* 

J.   Payrolls  are  now  filed  by  departments  with  a  requisi- 
tion indicating  the  breakdown  of  appropriation 
charges.   A  good  deal  of  effort  is  dedicated  to 
the  problem  of  balancing  these  requistions  with 
payrolls  and  drafts,  because  the  requisition  becomes 
the  posting  medium  for  the  auditor  and  treasurer. 
Requisitions  for  payrolls  prepared  on  the  tabulating 
equipment  could  be  eliminated  entirely  if  the  machine 
payroll  summaries  shewed  the  appropriation  break- 
down and  became  the  posting  medium.   The  machines 
would  be  capable  of  arriving  at  summary  breakdowns 
for  this  purpose  if  the  employe  punch  cards  carried 
an  appro  riation  code*   Summaries  of  appropriation 
charges  in  some  form  would  still  be  required  for 
payrolls  prepared  outside  the  machine  room. 
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h.      The  actual,  observed  working  hours  for  city  .tall 

employes  amou  nt  to  35  per  week;  but  in  spite-  of  this 
fact,  employes  are  carried  on  the  payroll  as  working 
a  *+0-iiour  week-.   The  policy  for  reporting-  overtime 
apparently  varies  from  department  to  department,  but 
the  auditor's  office  will  approve  overtime  pay  for 
hours  in  excess  of  35.   This  is  because  payrolls 
as  submitted  indicate  that  a  1*0  hour  week  has  been 
worked  and  show  what  are  actually  the  36th,  37th, 
38th,  etc.,  hours  as  the  **lst,  *+2nd,  li-3rd,  etc. 
The  intention  of  the  controlling  statutes  is  cer- 
tainly to  consider  as  overtime  only  those  hours 
actually  worked  in  excess  of  hO   in  a  week,  and 
this  intention  should  be  observed,   A  correction 
should  also  be  made  on  all  payrolls  to  reflect  the 
true  length  of  the  work  week* 

S»   Disbursements  for  Inter-department  ..^ervi.oes ;  When 
city  agencies  such  as  the  printing  department  or  garage  provide 
services  for  another  department,  it  is  desirable  to  have  the 
records  show  the  cost  of  such  services  as  an  expense  of  the  incur- 
ring department  and  a  revenue  of  the  supplying  department.   The 
present  system  for  assuring  this  treatment  of  such  items  in  the 
records  is  to  have  the  supplying  department  prepare  invoices,  sim- 
ilar to  those  used  \rj   outside  vendors,  which  become  receivables 
in  the  collector' e  office,  and  then  to  issue  city  checks  in  pay- 
ment of  the  invoices  as  for  other  types  of  disbursements  and  as 
if  the  receivables  were  due  and  payable  by  outsiders  to  the  coll- 
ector.  This  is  an  unnecessarily  complicated  and  expensive  way 
of  settling  inter-department  transactions.   Departments  that, 
normally,  furnish  internal  services  should  be  set  up  on  a  revolving 
or  working  capital  fund  basis  and  should  bill  (through. the  city 
auditor)  the  departments  to  which  services  are  rendered*  ;   Tile 
invoices  should  be  preaudited  in  the  normal  fashion,  and.  book- 
keeping entries  should  then  be  made  to  charge  the  using  departments 
and  credit  the  service  department.   No  city  checks  need  be  issued 
in  payment  of  purely  internal  transactions. 

h.   Troci  surer  \  s  Pis  bur  s  omen  t s ..  Jj&  thput  m  Drafts  :   Certain 
disbursements  are  initiated  by  the  tr  ;  surer  without  the  authority 
of  a  draft.   Such  disbursements  are  limited  to  those  made  from 
suspense  accounts  such  as  are  maintained  for  payroll  deduc  tii  ns 
(e.g.,  for  bonds,  hospitalization  insurance).   Disbursements  made 
from  suspense  accounts  should  be  subject  to  the  approval  of  the 
auditor  in  the  same  fashion  as  other  disbursements. 

In  connection  with  an  inquiry  into  the  handlin*  of 
suspense  accounts,  it  was  noted  that  tne  individual  war  bond  ac- 
counts, of  which  there  are  about  8,500  in  active  status,  are 
posted  from  payrolls  by  eight  employes  paired  at  four  bookkeeping 
machines.   One  member  of  the  teem  cells  out  the  necessary  d<~ta  to 
the  second,  who  operates  the  machine,  is.  single  operator  for  each 
machine  could  do  the  s> me  work,  perhaps  more  rapidly,  and  it  is 
recommended  that  the  four  extra  employes  be  eliminated. 
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i .   General  Defects  in  Basic  System  of  Controlling 
Disbursements :   Other  than  as  has  been  specifically  discussed 
with  respect  to  payroll  preparation  and  the  payment  of  personal 
service  items,  the  analysis  of  disbursing  procedures  upon  which 
this  section  of  the  report  was  based  has  revealed  other  funda- 
mental defects  in  the  basic  system  of  controlling  disbursements 
as  follows: 

1.  Individual  departments  are  maintaining  records  of 
expenditures  and  of  the  status  of  their  appropria- 
tions, designed  for  their  own  information,  but 
duplicated  in  the  auditor's  office.   The  central 
accounting  office  should  be  the  source  of  supply 
for  most  of  this  class  of  financial  information. 

2.  A  substantial  part  of  the  preaudit  process  is 
duplicated  by  being  performed  in  both  the  depart- 
ments and  the  auditor's  office. 

3 •   The  manner  of  authorizing  expenditures  through  the 
draft  system  grossly  complicates  the  flow  of  work. 
The  complications  are  introduced  by  the  issuance 
of  payments  in  anticipation  of  drafts;  the  origina- 
tion of  the  request  for  payment  of  obligations  by 
the  departments^  the  misunderstandings  prevalent 
in  the  departments  of  the  method  of  handling  payments 
under  drafts;  and  the  use  of  different  types  of 
drafts,  each  subject  to  different  processing- 

4 .   Disbursements  are  being  made,  except  in  the  case 
of  those  authorized  by  special  draft,  without  any 
formal  authorization  to  the  treasurer  to  pay. 

5-   The  time  lag  introduced  by  department  handling  of 
invoices  makes  the  encumbrance  balances  in  the 
appropriation  ledger  less  accurate  than  desirable 
since  the  liquidation  of  encumbrances  must  be 
postponed  until  invoices  are  actually  received 
by  the  auditor's  office. 

j .   Proposed  Changes  in  the  Basic  System  of  Controlling 
Disbursements :   The  system  of  controlling  disbursements  should  be 
modernized  and  simplified.   The  elements  of  a  much  more  satisfac- 
tory system  of  controlling  disbursements  and  the  modifications 
which  would  be  necessary  in  the  present  system  to  provide  for 
installation  of  the  new  system  are  outlined  as  follows: 

1.  Abandon  the  draft  system  as  now  constituted. 

2.  Discontinue  the  maintenance  of  expenditure  and 
encumbrance  records  in  the  departments,  and  maintain 
the  central  records  of  the  auditor's  office  so  as 

to  supply  departments  with  the  financial  information 
they  require.  Frequent  fiscal  reports  of  department 
operations  could  be  prepared  by  the  auditor's  office 
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if  this  system  were  adopted. 

3-   Develop  a,  standard  municipal  invoice  form,  designed 
to  accommodate  information  as  to  the  nature  of  dis- 
bursements, vendor,  terms,  dates,  appropriation 
charges,  and  all  essential  data.   A  few  special 
types  of  invoices  might  also  be  required  for  a 
limited  number  of  payments  for  special  classes  of 
items . 

4 .   Supply  each  vendor  with  four  copies  of  the  standard 
invoice  at  the  time  an  order  Is  issued,  and  require 
the  vendor  to  fill  out  and  return  three  copies 
(with  his  own  invoice  only  if  he  so  desires).   In 
the  case  of  recurring  charge  items,  vendors  can 
be  supplied  with  stocks  of  the  necessary  forms. 

5-   Route  incoming  invoices  to  the  auditor's  office, 
not  to  the  departments.   In  the  auditor's  office, 
the  incoming  invoices  should  be  collated  with 
receiving  reports,  and  preaudited,  the  encumbrances 
liquidated^  and  disbursements  authorized  by  the  aud- 
itor.  Department  requisitions  and  statements  of 
invoices  would  no  longer  be  required. 

6.  In  the  auditor's  office,  prepare  and  sign  checks 
in  payment  of  the  obligations.   The  actual  check 
would  be  a  warrant -check,  or  draft  upon  the 
treasurer  to  pay  money  to  the  specified  payee. 
The  mayor's  approval  would  not  be  required. 

7.  Route  one  copy  of  the  standard  invoice  to  the 
auditor's  permanent  files  as  a  summary  record  of 
the  t  ransac  t  i on . 

8.  Send  one  copy  of  the  standard  invoice  with  the 
warrant -check  to  the  treasurer's  office.   There, 
the  check  should  be  countersigned,  the  treasurer's 
cash  records  posted,  and  the  invoice  and  check  sent 
to  the  payee.   This  copy  of  the  invoice  positively 
identifies  the  payment  for  the  vendor. 

9-   File  the  third  copy  of  the  standard  invoice  in  a 
spending  department  voucher  file  in  the  auditor's 
office,  and  send  accumulated  invoices  to  the  spending 
department  in  support  of  the  charges  shown  in  periodic 
reports  of  the  transactions  and  condition  of 
appropriations . 
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The  system  as  outlined  would  provide  for  the  ordinary 
run  of  supplies  and  services.  Adaptations  would  be  required  to 
fit  special  situations  or  special  types  of  disbursements.   Payrolls 
would  be  prepared  as  previously  described,  except  that  all  checks 
would  be  prepared  in  the  auditor's  office.   Debt  and  interest 
payments  would  be  initiated  by  the  auditor,  substantiated  by  a 
document  similar  to  the  standard  invoice  but  adapted  to  this 
particular  type  of  transaction  and  numbered  in  a  separate  series. 
Refunds  would  originate  in  the  department  discovering  the  city's 
liability  for  them,  a  standard  refund  "voucher"  would  be  prepared 
by  it  and  delivered  to  the  auditor,  who  would  number  It  in  a 
separate  series,  and  would  thereafter  handle  it  in  the  same  way 
as  in  the  case  of  other  disbursements;  that  is,  the  present  system 
of  advancing  funds  against  later  refunds  would  be  discontinued., 
and  a  refund  check  would  be  mailed  to  or  picked  up  by  the  clai- 
mant In  due  course.   Court  executions  would  originate  with  the 
corporation  counsel,  who  would  use  a  similar  standard  document  in 
separate  series ,    but  again  payment  would  be  handled  as  for  other 
disbursements  and  the  treasurer's  advance  device  discarded.   Pay- 
ments on  contracts  would  originate  in  departments,  and  would 
thereafter  be  treated  as  any  other  payments.   Other  types  of 
disbursements  not  specifically  treated  herein  can  be  easily 
adapted  to  the  system. 

The  proposed  system  would  require  a  cooperative  effort 
on  the  part  of  the  auditing  and  operating  departments  to  assure 
the  processing  of  receiving  reports  quickly  enough  to  take  ad- 
vantage of  discounts.  A  special  tickler  file  of  invoices  subject 
to  discounts  could  be  maintained  by  the  auditor's  office  to  guar- 
antee appropriate  action  when  receiving  reports  are  delayed. 
There  should,  of  course,  be  constant  follow-up  of  the  spending 
departments  with  a  view  to  securing  all  receiving  reports  promptly 
and  to  guard  against  carrying  invoices  in  pending  files  to  await 
receipt  of  receiving  reports. 

This  proposed  system  of  controlling  disbursements  and 
performing  the  associated  payer  work  should  receive  the  most 
careful  consideration  from  municipal  officials.   It  would  answer 
all  of  the  objections  to  the  present  system,  speed  the  flow  of 
work,  assure  the  s.ccuracy  of  encumbrance  balances,  and  reduce 
the  overall  expense  of  the  city  arising  from  this  important 
function.   From  an  organization  viewpoint  alone.,  it  is  desirable 
in  that  it  centralizes  the  control  of  the  authorization  of 
disbursements  and  the  records  reflecting  them  In  the  office  of 
the  auditor,  where  this  responsibility  belongs. 
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7 •  Accounting 

a.  Organization  for  Accounting:   Responsibility  for 
the  general  accounting  records  of  the  city  is  vested  in  the 
city  auditor,  who  is  also  responsible  for  the  preparation  of 

the  most  important  annual  financial  report  and,  under  provisions 
of  the  charter,  can  control  the  form  and  type  of  accounts  rendered 
to,  and  by,  all  departments  of  the  city.   In  addition  to  the 
accounts  kept  by  the  auditor,  a  limited  number  of  accounts  are 
kept  by  the  treasurer  with  cash,  trust  and  sinking  funds,  and 
suspense  accounts.   The  collector  maintains  control  accounts 
over  receivables  committed  to  him  for  collection,  and  detailed 
accounts  of  collections  made . 

b.  Purposes  of  Accounts:   The  appraisal  of  a  set  of 
accounts  can  be  made  only  in  the  light  of  the  purposes  for  which 
the  accounts  are  kept.   In  public  practice,  accounts  should  be 
designed  to  produce  the  maximum  amount  of  useful  information  for 
the  guidance  of  public  managers;  should  assure,  insofar  as  records 
can  do  so,  that  abuses  of  the  privileges  of  public  stewardship 
will  be  brought  to  light j  and  should  serve  as  a,  medium  of  public 
information.   The  effectiveness  with  which  a  given  set  of  accounts 
does  these  things  can  be  measured  against  well  accepted  standards. 

c.  Centralization  of  Accounting  Records:   To  avoid 
wasted  effort,  unnecessary  coordination,  and  lost  opportunities 
for  specialization,  and  to  permit  the  focusing  of  responsibility 
for  the  character  of  the  accounting  system  at  one  spot,  it  is 
desirable  to  centralize  the  accounts  of  the  city  in  one  office 
and  maintain  in  other  offices  only  those  accounts  which  are 
essential  to  their  immediate  operations.   This  principle  is  respec- 
ted in  Boston  insofar  as  the  general  accounts  are  maintained  in 
the  office  of  the  auditor,  but  certain  important  accounts  are 
being  duplicated  in  other  offices,  a  situation  which  requires  a 
great  deal  of  interdepartmental  coordination  and  the  maintenance 

of  unnecessary  records. 

A  major  instance  of  probably  unnecessary  duplication 
lies  in  the  control  accounts  over  receivables  and  detail  accounts 
with  sources  of  receipts  which  are  kept  in  the  office  of  the  col- 
lector (and  in  some  operating  departments  as  well).   These  accounts 
reflect  the  responsibility  assigned  to  the  collector  for  collecting 
revenues  of  predetermined  amounts,  such  as  property  taxes  or  de- 
partmental commitments,  or  accumulate  the  amounts  of  collections 
of  various  types  of  receipts .   Both  the  control  accounts  and  the 
accounts  with  sources  of  receipts  are  kept  in  comparable  form  in 
the  auditor's  office,  wfcere  they  form  a  part  of  the  city's  general 
accounts,  and  since  these  accounts  are  available  for  the  inspec- 
tion of  the  collector,  there  is  probably  little  legitimate  func- 
tion for  them  in  the  office  of  the  collector.   The  essential  record 
which  the  operations  of  his  office  should  yield  is  a  daily  summary 
of  the  receipts  he  has  collected  classified  by  sources,  against 
proof  that  an  equivalent  amount  of  money  has  been  turned  over 
to  the  city.  Accounts  which  serve  other  purposes  should  be 
critically  reviewed  with  an  eye  to  elimination. 
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Subsidiary  records  of  individual  accounts  receivable 
in  the  form  of  tax  rolls,  ledgers  of  delinquents,  or  department 
bills,  must,  of  course,  continue  to  be  kept  in  the  collector's 
office  for  reference  purposes,  and  the  posting  of  these  accounts 
against  collections  must  also  be  continued.   But  control  accounts 
over  subsidiaries  and  accounts  with  sources  of  revenues  have  no 
application  in  a  purely  collecting  operation  and  could  be  dis- 
continued overnight  with  no  loss  to  the  city  in  financial  infor- 
mation available  or  in  control  over  receivables. 

Much  the  same  reasoning  applies  to  records  kept  by 
the  treasurer  with  the  city's  bonded  indebtedness,  which  are 
maintained  in  the  auditor's  office  in  comparable  detail.   Both 
offices  also  maintain  accounts  with  suspense  funds.  All  of 
these  accounts  could  and  should  be  centralized  in  the  office  of 
the  auditor,  since  the  duplication  serves  no  purpose.   Th< 


Duplications  of  accounts  in  the  operating  departments 
certainly  exist  and  every  effort  should  be  made  to  discover  and 
eliminate  them.  A  sampling  of  departments  to  discover  which  were 
duplicating  the  encumbrance  and  expenditure  records  of  the  audi- 
tor's office  revealed  considerable  duplication  in  this  one  class 
of  accounts.   It  is  also  reported  that  some  departments  maintain 
subsidiary  records  of  receivables  in  the  same  detail  as  the  colleC' 
tor,  and  these  accounts  should  be  sought  out  and  eliminated. 

d.   Classif  icatlon  of  Receipts ;   The  receipts  of  the 
city  should  be  classified  by  the  funds  to  which  they  accrue,  the 
sources  from  which  derived,  and  the  nature  of  the  receipts  as 
to  whether  they  constitute  revenue  or  nonrevenue  items.   The 
accounts  of  the  city  do  classify  receipts  by  existing  funds  and 
by  sources,  but  fail  to  distinguish  between  revenue  receipts, 
which  create  a  new  asset  without  an  offsetting  liability  and  do 
not  represent  an  expenditure  recovery,  end  nonrevenue  receipts, 
which  decrease  assets  or  increase  liabilities.   The  nature  of 
receipts  may  usually  be  recognized  by  identifying  labels  in 
detailed  statements.  For  instance,  the  proceeds  from  a  sale  of 
land,  which  constitute  a  nonrevenue  receipt,  would  be  so 
labeled.   In  summary  statements,  however,  receipts  from  revenue 
and  nonrevenue  sources  may  be  lumped  together,  and  the  totals 
then,  cannot  be  compared  from  period  to  period  intelligently, 

e°   Classification  of  Expenditures:   The  city  classifies 
its  expenditures  by  organization  unit,  srid,  within  each  unit, 
by  kinds  of  services  or  commodities.   This  breakdown  is  useful 
and  informative,  but  would  be  far  more  so  if  the  expenditures  of 
each  organization  unit  were  first  classified  by  character.  A 
character  classification  involves  a  separation  of  expenditures 
into  ordinary  recurring  expenses,  extraordinary  expenses,  capital 
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outlay,  and  debt  service.   Unless  expenditures  are  classified 
by  character,  it  is  not  possible  to  Liake  significant  comparisons 
of  the  experience  of  different  periods.   Each  character  classi- 
fication, of  course,  should,  be  further  subdivided  as  previously 
suggested  in  connection  with  the  discussion  of  budgeting.   It  is 
recommended  that  a  new  chart  of  expenditure  accounts  and  a  number- 
ing system  therefor  be  developed,  incorporating  the  character 
classification  for  use  in  budgeting,  accounting,  and  reporting. 

The  statements  taken  from  the  city's  accounts  do  not 
group  expenditures  according  to  major  functions  of  government 
(i.e.,  general  government,  protection  to  person  and  property, 
health,  welfare,  recreation,  etc.),  a  classification  which  is 
much  to  be  desired  for  analytical  and  comparative  purposes  and 
for  overall  planning.   Expenditure  accounts  need  not  be  set  up 
on  tuis  basis,  since  the  grouping  of  appropriate  department  ex- 
penditures will  usually  produce  the  desired  informat  on.   It  is 
recommended,  however,  that  a  classification  by  major  function 
appear  in  'juo.gets  and  fiscal  reports  based  upon  that  used  in  . 
Trie  Financial  statistics  of  Cities,  published  by  the  Bureau 
of  Census  of  the  United , States  Department  of  Commerce,  to  assure 
comparability  of  Boston' s  statements  with  tnose  of  the  largo  num- 
ber of  other  cities  using  tnis  classification* 

Still  other  expenditure  breakdowns  are  desirable  for 
special  purposes,  and  a  full  discussion  of  the  elements  of  complete 
expenditure  classification  is  presented  in  Appendix  a. 

f.   Fund  Structure;   The  funds  carried  in  the  accounts 
of  the  city  auditor  include  a  general  fund,  a  "special  revenues" 
fund,  a  capital  improvements  fund,   debt  and  sinking  funds,  and 
trust  funds.   The  fund  group  is  satisfactory  with  the  exception 
of  the  special  revenues  fund,  which  is  a  conglomeration  of  accounts 
with  public  service  enterprises,  working  capital  enterprises, 
suspense  and  clearing  accounts,  and  a  few  actual  special  revenue 
items.   Some  of  the  accounts  now  carried  in  trie  special  revenues  ' 
fund,  should  be  carried  in  separate  utility  and  working  capital  funds, 
each  tfith  its  own  complete  set  of  proprietary,  income,  and  expense 
accounts.   .Then  revenues  are  earmarked  for  special  purposes, 
individual  special  revenue  funds,  each  with  its  own  complete  ■ 
set  of  accounts,  should  be  employed,  although  an  attempt  should 
be  made  to  keep  the  number  of  such  funds  at  a  minimum,   warrants 
payable,  liquidation  and  other  reserves,  and  suspense  accounts, 
Wiilch  are  all  carried  as  liabilities  of  the  special  revenues  fund, 
should  be  carried  as  accounts  of  tne  funds  which  created  them  in 
the  first  place,  as  should  their  offsetting  asset  accounts, 

a  distinction  is  made  in  the  treasurer's  accounts 
between  receipts  for  what  are  known  are  "revenue  accounts"  and 
receipts  for  what  are  known  as  "nonrevonuo  accounts".   In  essence, 
th  s  classification  is  used  to  distinguish  collections  which  arise 
from  loans  from  t.iose  which  arise  from  other  sources.   A  similar 
distinction  being  made  as  to  payments,  and  represents  the  only 
distribution  of  transactions  to  special  groups  of  accounts  made 
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by  the  treasurer.   "Revenue"  and  "nonrevenue"  accounts  are  further 
subdivided  into  funds  in  the  auditor's  off  ice ,  thus  requiring 
a  reconciliation  to  balance  the  treasurer's  figures  with  those 
of  the  auditor.   The  distinction  should  be  abandoned  in  its  present 
application,  and  the  numerous  forms  and  rocords  in  which  it  is 
carried  should  be  revised  accordingly.  Any  applicable  statutory 
requirements  would  be  satisfied  by  the  classification  of  receipts 
and  disbursements  by  funds  in  the  treasurer's  office,  using  the 
same  funds  as  are  used  by  the  auditor's  office. 

g.  Application  of  the  Accrual  Principle:   The  accrual 
principle,  which  is  an  accounting  device  to  assure  the  charging 
of  expenditures  or  the  crediting  of  revenues  to  the  year  in  which 
they  actually  incurred  or  earned,  is  observed  insofar  as  possible 
in  the  city's  accounts,  although  one  exception  was  noted.   The 
exception  arises  when  refunds  are  paid  before  a  liability  hs.s 
been  established  for  them  because  of  delays  in  processing  the 
documents  by  which  such  liabilities  are  created,  and  which  originate 
in  the  collector's  office.   Statements  drawn  from  the  auditor's 
accounts  during  the  time  lag  understate  the  existing  liability  for 
refunds.  Adoption  of  the  proposal  made  previously  in  this  report 
with  respect  to  the  handling  of  refunds  in  the  same  manner  as 
other  disbursements  would  help  to  assure  the  creation  of  the  appro- 
priate accounts  on  the  auditor's  books. 

n°  Asset  Accounting:   The  accounts  of  the  city  do  not 
indicate  the  current  inventories  or  fixed  assets  of  self-supporting 
enterprises,  and  should  be  altered  to  produce  this  information 
as  in  the  case  of  comparable  private  enterprises,   The  general 
fixed  assets  of  the  city,  such  as  land  and  buildings,,  do  not, 
of  course,  belong  in  the  current  account  balance  sheet,  since 
they  are  not  employed  to  produce  revenues  nor  will  they  be  con- 
verted to  revenues  in  the  ordinary  course  of  events.   But  the 
value  of  consumable  or  fixed  assets  of  such  municipal  business 
enterprises  as  the  printing  department,  the  garage,  and  the  water 
utility  should  be  carried  in  the  accounts  and  reflected  in  state- 
ments . 

i.   Controls  over  Receivables:   Control  accounts  over 
receivables  are  carried  in  both  the  auditor's  and  collector's 
offices.   Periodical  verification  of  the  totals  shown  by  control 
accounts  with  the  details  shown  by  subsidiary  ledgers  (such  as 
tax  rolls)  is  accomplished  by  annual  auditing,  but  the  verifica- 
tion is  not  completed  at  the  end  of  the  year.,   It  may.  in  fact, 
not  be  undertaken  until  a  considerable  time  after  the  close  of 
the  period  in  which  the  receivables  were  originally  created.   Tax 
title  and  tax  possession  subsidiary  ledgers  are  admittedly  out 
of  balance  with  their  control  accounts  and  state  auditors  are 
now  attempting  to  reconcile  the  differences.   Current  reconcilia- 
tions of  controls  with  subsidiaries  are  extremely  important  for 
purposes  of  internal  check  and  accurate  financial  statements. 
Every  control  account  should  be  so  reconciled  at  least  annually, 
and  preferably  much  more  often,  since  the  longer  the  elapsed  time 
between  reconciliations  the  more  difficult  it  becomes  to  isolate 
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errors.   The  punch  card  system  previously  proposed  for  maintain- 
ing subsidiaries  for  taxes  receivable  in  the  office  of  tiie  collec- 
tor would  expedite  reconciliations  by  permitting  rapid  machine 
tabulations  of  open  balances  at  any  ti  ie.   Host  receivables 
carried  as  department  commitments  are  quickly  and  easily  recon- 
cilable by  the  use  of  adding  mac) lines. 

j.   Budgetary  General  Control  Accounts :   The  city 
auditor  maintains  a  complete  set  of  budgetary  general  control 
accounts  within  his  general  accounts,  and  controls  are  kept  in 
balance  with  subsidiaries,  as  rioted  above,  however,  outstanding 
encumbrances  against  appropriations  at  the  close  of  a  period, 
which  are  the  basis  of  one  of  the  budgetary  accounts,  should 
be  carried  in  the  fund  which  created  them  rather  than  in  special 
revenue  funds  as  a  lump  sum. 
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Application  of  Mechanizations   In  all  obvious  cases 
of  repetitive  posting  in  great  volume,  machines  are  being  employed 
by  the  city  to  advantage.   Other  opportunities  to  save  time  and 
personnel  by  the  application  of  mechanization  to  recording 
processes  are  present,  perhaps  even  in  connection  with  the  main- 
tenance of  the  general  accounts,  and  punch  card  equipment  might 
be  utilized  to  classify  expenditures  if  a  fully  detailed  expen- 
diture classification  analysis  is  desired.   It  is  recommended 
that  a  survey  be  made  of  such  possibilities  in  the  financial 
offices  after  the  procedures  recommended  herein  have  been  adopted. 

8-   Debt  Admi ni s  t r at i on 

a.   Administration  of  Funded  Debt :   As  of  December  31 ? 
19^7,  the  gross  funded  debt  of  the  city  was  $130,358,^00,  all  of 
it  being  general  obligation.   Of  the  total,  $*+3 5  533 > 900  consisted 
of  general  debt  for  public  improvements,  and  $8 6, 8 2*+,  500  consisted 
of  enterprise  debt  (water  uti.Lity,  transit,  traffic  tunnel).   Of 
the  total  059, 5l>f,000  will  mature  serially,  and  $70,8Vi-,lfOO  at  the 
end  of  specific  terms.   Assets  of  £>3l+<»  593?  577   in  sinking  funds 
reduced  the  net  term  debt  to  ;^95?76--t-,o23 . 

The  law  requires  the  city  to  restrict  itself  to  serially 
maturing  bonds  except  in  the  case  of  transit  obligations.   Term 
bonds  have  been  employed  in  the  latter  case  because  restrictions 
on  the  maturity  schedule  arrangements  for  serial  issues  operate 
to  burden  projects  with  heavy  interest  and  retirement  burdens 
during  the  period  of  construction  before  any  revuaues  accrue. 
Serial  issues,  aowever,  could  be  authorized  so  that  initial  debt 
service  payments  ware  deferred  until  they  could  be  supported,  and 
maturities  could  be  arranged  so  that  the  total  of  principal  and 
interest  payments  in  each  year  of  the  life  of  the  issue  would 
be  approximately  the  same.   It  is  recommended  that  the  city  be 
autaorized  to  draw  future  transit  issues  whether  original  or 
refunding  on  a  serial  basis.   The  use  of  serial  issues  exclusively 
will  permit  the  elimination  of  sinking  funds  with  their  administra- 
tive expenses,  accounts,  and  dangers  of  loss. 
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b.  Administration  of  Floating  Debt:   Boston  has  habi- 
tually borrowed  each  year  in  anticipation  of  revenue  realizations, 
since  its  working  capital  is  not  sufficient  to  finance  operations 
from  the  beginning  of  the  fiscal  year  until  property  taxes  ai*e 
collected  in  the  latter  half  of  the  year.   As  an  illustration, 
^29,000,000  was  borrowed  in  anticipation  of  taxes  in  19^7 »    of  which 
$27, 000; 000  was  repaid  in  the  late  months  of  the  year.   Since  an 
unpaid  balance  of  $2,000,000  was  carried  forward  from  1946  to 
19^7,  a  total  of  $4,000,000  was  carried  forward  from  1947  to 
19^8.   The  floating  debt  position  was  far  worse  in  the  pre-war 
i^ears,  and  reached  a  point  where  the  outstanding  debt  had  to  be 
funded.   The  prosperity  of  the  war  years  and  the  limitations 
which  the  war  placed  on  normal  maintenance  and  improvements 
permitted  substantial  reductions  in  the  floating  debt,  but 
borrowings  are  again  increasing.   The  long-term  objective  of  the 
city  should  be  to  build  working  capital  resources  to  the  point 
where  annual  short  term  borrowing  could  be  eliminated,  provided 
that  budgeting  is  done  at  the  time  of  the  year  when  liquid  re- 
sources are  at  lowest  ebb.    Otherwise,  the  temptation  to  appro- 
priate from  working  capital  is  almost  irresistible. 

9.   Protection  of  Cash 

a.   Depositing  Practices:   The  receipts  of  the  city 
collector  are  deposited  each  day  with  the  treasurer,  who  in  turn 
redeposits  daily.   Moneys  in  transit  or  temporary  storage  in  the 
collector's  vault  are  protected  from  loss  by  insurance. 


The  selection  of  the  depositories  is  made  as  a  policy 
decision  of  the  treasurer's  office,  and  depends  primarily  upon 
the  ability  of  the  depository  to  handle  volume.   The  treasurer 
is  specifically  relieved  by  statute  of  personal  responsibility  for 
the  loss  of  deposits  made  in  good  faith  in  an  institution  operat- 
ing under  the  laws  of  the  state . 

Deposits  are  actually  spread  among  as  many  banks  as 
possible,  13  banks  being  used  for  general  funds  and  six  for  trust 
funds.   For  special  purposes,  more  than  one  account  may  be  kept 
within  one  depository.   The  multiplication  of  accounts  beyond  the 
requirements  of  depository  safety  and  operating  convenience  merely 
as  a  matter  of  courtesy  to  banks  is  undesirable  since  it  com- 
plicates the  treasurer's  bookkeeping.  Attention  should  be  given 
to  eliminating  all  unnecessary  accounts,  especially  those  main- 
tained purely  for  courtesy. 

b.   Bonding  of  Employes:   The  protection  of  the  city 
against  misappropriation  of  moneys  by  individuals  must  be  assured 
by  the  bonding  of  every  employe  who  has  access  to  city  moneys, 
or  who  is  in  a  position  to  manipulate  bookkeeping  records.   Employes 
whose  positions  carry  obvious  risks  for  the  city  are  all  under 
bond  filed  with  the  auditor.   In  a  city  of  Boston's  size,  however 3 
where  numerous  outlying  operations  involve  the  handling  of  currency, 
it  is  of  considerable  importance  to  have  assurance  that  every  em- 
ploye who  should  be  bonded  is  bonded  and  in  preper  amount.   It  is 
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recommended  that  bonding  requirements  be  noted  on  position  cards 
in  the  budget  department ,  and  that  payroll  approval  for  appointees 
be  withheld  by  the  budget  department  until  bonds  have  been  filed. 
Bonds  now  in  effect  could  be  used  to  prepare  the  initial  list, 
subject  to  the  approval  of  the  auditor  as  to  the  amount  of 
coverage.  Additions  should  be  made  to  the  list  from  time  to  time 
from  the  recommendations  appearing  in  audits. 

10.   Financial  Reporting 

a .  Meaning  and  Uses  of  Financial  Reports :   The  t e rm 
"financial  reporting  as  used  here  means  the  preparation  and  dis- 
semination of  a  series  of  reports  and  statements  that  will  set 
forth  the  significant  facts  concerning  the  financial  condition 
and  operations  of  the  city  government  for  the  guidance  of  ad- 
ministrative and  legislative  officials,  and  for  the  information 
of  the  public . 

b.  Outline  of  Essential  Financial  Reports:   An  adequate 
system  of  fiscal 'reporting  should  provide: 

1.  A  daily  statement  of  treasury  transactions  and 
treasury  balances  for  all  funds. 

2.  A  monthly  statement  of  treasury  transactions  and 
treasury  balances  for  all  funds  for  the  month  last 
ended,  and  cumulatively  for  the  fiscal  year  through 
the  month  last  ended. 

3.  A  monthly  statement  of  the  condition  of  appro- 
priations to  show  the  amounts  orginally  appro- 
priated; transfers  to  and  from,  the  amount  of  en- 
cumbrances, the  amount  of  expenditures,  and  the 
unexpended  balance.   If  an  allotment  system  is  used, 
the  allotted  and  unallotted  balances  of  appropria- 
tions should  be  shown, '  and  the  encumbrances, 
expenditures,  and  unexpended  balances  of  allotments 
rather  than  appropriations. 

4 .  A  monthly  balance  sheet  for  each  fund  to  show  the 
position  as  of  the  close  of  the  month  last  ended. 

5.  A  monthly  statement  of  the  budgetary  position  of 
each  fund  showing  the  available  resources  as 
detailed  in  the  budgetary  control  accounts,  the 
estimated  expenditures  in  summary  form,  and  the 
estimated  free  surplus  or  deficit  as  of  the  end 
of  the  fiscal  year. 
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6.   Monthly  comparative  statements  detailing 

receipts  by  funds  and  sources  for  the  month 
last  ended,  the  fiscal  year  through  the 
month  last  ended,  the  estimates  for  the 
fiscal  year  through  the  month  last  ended, 
and  the  corresponding  period  of  t>ie  preceding 
fiscal  year. 

Annual  reports  should  contain  basically  similar 
information  but  are  appropriately  supplemented  with  explana- 
tory material,  interpretive  charts,  municipal  statistics,  and 
any  other  information  which  will  assist  a  reader  in  placing  the 
data  in  the  report  in  proper  perspective. 

c   Financial  Reports  Prepared  in  Boston:   Bos  ton !s 
internal  monthly  rmanciai  reports  provide  most  of  the  informa- 
tion outlined  in  the  preceding  paragraph;  an  allotment  system 
is  not  used  and,  hence,  there  is  no  allotment  reporting.   The 
published  monthly  reports,  in  order  to  keep  them  within  reason- 
able compass,  consist  of  consolidated  summaries  of  receipts  and 
expenditures  by  funds,  statements  of  the  debt  position,  and  a 
consolidated  balance  sheet,  but  without  individual  fund  balance 
sheets,  budgetary  statements  for  funds,  and  comparative  data. 

Annual  reports  are  prepared  by  the  collector,  sinking 
fund  commissioners,  treasurer,  and  auditor.   One  consolidated 
report  could  well  be  substituted  for  the  separate  reports. 

Of  the  annual  reports,  only  that  of  the  auditor 
has  been  given  detailed  consideration,  since  it  is  more 
important  and  comprehensive  than  others.   On  the  whole,  this 
report  is  very  carefully  prepared  and  arranged,  and  the  auditor's 
office  is  to  be'  complimented  on  format  and  style. 

d.   Objections  to  Representation  of  Specific 
Data;   In  spite  of  the  care  obviously  taken  in  preparing 
the  auditor1 s  report  and  the  inclusiveness  of  its  coverage, 
objection  must  be  taken  to  the  manner  of  showing  important 
data.  Reports,  of  course,  should  speak  for  themselves  in 
readily  understandable  language  to  any  reasonably w ell 
informed  man  who,  as  administrator  or  taxpayer  wishes,  to 


79- 


cull  information  from  them..  No  complicated  analysis  of 
the  nature  of  amounts  carried  under  various  labels  should 
be  necessary  to  uncover  their  meanings. 

Of  all  the  statements  in  which  clarity  and 
straightforwardness  are  important,  the  most  important 
is  the  balance  sheet,  which  should  indicate  what  resources 
the  city  has  at  hand  or  will  shortly  have,  what  form  they 
take,  what  obligations  are  already  outstanding  against 
them,  and  what  resources  would  be  left  over  if  all  such 
obligations  were  paid.   The  balance  sheets  in  the 
auditor's  reports  should  be  altered  to  meet  these  re- 
quirements . 

An  item  of  ^10,580,^38.  l]+  of  "taxes  receivable", 
for  instance,  is  shown  accruing  to  the  city  as  of  Decem- 
ber 31,  19^-7'   An  analysis  of  the  composition  of  this 
receivable  indicates  that  the  total  includes  $1,933'007« 22 
in  ppll  taxes ,  £517*  597*03  i'n  personal  property  taxes,  and 
$1,91+0, 38!}- •  05  in  property  taxes,  all  dating  prior  to  19^-6* 
or  over  two  years  before" the  date  of  the  balance  sHeet; 
additional  amounts  are  over  one  year  old.   The  personal 
property  and  poll  taxes  two  years  or  more  old  are  almost 
100  percent  uncollectible  for  all  practical  purposes,  and 
are  partly  uncollectible  when  only  a  year  old.  Very  sub- 
stantial reserves  should  be  set  up  on  a  realistic  basis 
to  offset  the  values  carried  in  the  accounts  for  these 
worthless  receivables,  just  as  reserves  are  set  up  in 
business  accounts  for  bad  debts.   Their  unqualified  pre- 
sentation on  a  balance  sheet  is  not  realistic,  since  the 
casual  reader  would  assume  that  they  represent  actual 

values  of  immediately  collectible  receivables. 

Conversely,  full  reserves  have  been  set  up,  in 
effect,  for  outstanding  motor  vehicle  excise  taxes,  special 
assessments,  tax  title  and  possession  receivables,  and  de- 
partmental receivables,  by  offsetting  the  gross  amounts 
with  accounts  entitled  "revenues  available  when  collected". 
The  whole  purpose  of  carrying  receivables  on  the  balance 
sheet  is  to  account  for  a  liquid  or  current  asset  which  will 
become  available  for  expenditure  as  the  receivables  are 
collected.   To  include  among  liabilities  the  amount  of  the 
receivables  as  "revenues  available  when  collected"  is  not 
in  accord  with  accepted  theories  or  principles  of  good 
accounting.   The  title  "revenues  available  when  collected"  con- 
notes as  asset  and  it  is  confusing  to  find  such  an  item  listed  as 
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a  liability.   It  would  bo  better  to  show  the  current 
surplus  -  that  is,  the  excess  of  all  current  assets 
(less  reserves  for  losses  and  costs  of  collections) 
over  current  liabilities  and  then  to  present  an 
analysis  of  the  current  surplus  to  show  the  actual 
cash  position  and  the  net  amount  of  the  surplus  tied 
up  in  receivables. 

The  most  obscure  item  shown  on  the  balance 
sheet  as  an  asset  is  identified  as  "recoverable  ex- 
penditures" in  the  amount  of  $7,656,918.16.   At  the 
time  the  amount  to  be  raised  by  taxation  is  deter- 
mined, 3  percent  is  added  to  the  amount  as  an  overlay 
to  provide  a  reserve  for  tax  abatements.   This  reserve 
is  created  because,  with  the  tax  calendar  as  it  is  under 
the  Massachusetts  tax  statutes,  the  assessment  and  billing 
of  taxes  are  so  handled  that  requests  for  abatements  are 
not  entertained  until  after  the  bills  and  tax  rolls  are 
completed.   Under  this  method  the  number  and  amount 
of  abatements  which  must  be  made  are  greatly  increased 
as  compared  with  what  they  would  be  if  applications 
for  abatements  were  dealt  with  before  the  tax  rolls 
and  tax  bills  were  prepared.   In  actual  practice  the 
abatements  amount  to  such  large  figures  as  the  years 
go  by  that  the  reserves  created  for  them  are  entirely 
insufficient  to  meet  them.   Under  the  statutes  the  amount 
by  which  abatements  in  each  year  exceed  the  amount  of  the 
reserve  has  tc  be  included  in  the  levy  for  the  following 
year.  This  gives  rise  to  treating  the  excess  as  a  recoverable 
expenditure,  although  from  the  rooint  of  view  of  the 
taxpayer  the  amount  is  not  a  recoverable  expenditure 
of  the  City  but  an  amount  to  be  made  up  by  the  tax- 
payers in  paying  their  taxes  in  the  next  year.   The 
confusing  thing  about  carrying  the  excess  abatements 
on  the  balance  sheet  as  an  asset  is  that  by  writing 
off  taxes  abated,  it  is  implied  that  an  asset  is 
created.   What  is  created  is  the  right  to  levy  for  the 
amount  of  the  excess.   The  amount  had  much  better  be 
carried  as  a  note  on  the  balance  sheet  in  explanation 
of  the  current  financial  position.   For  example,  if  a 
note  said  that  "in  the  current  fiscal  year  abatements 
of  property  taxes  exceeded  the  reserves  therefor  by  the 
sum  of  $•»—-.-  and  this  amount  must  be  included  in  the 

levy  for  the  year  ",  the  average  taxpayer  would 

understand  it  and  he  would  know  that  in  the  next  year 
he  is  going  to  have  to  pay  his  proportion  of  abatements 
mp.de  in  excess  of  reserves  in  the  year  last  ended. 


-ul- 

Abatements  in  excess  of  qverla.ys  or  reserves  for 
abatements  are  properly  charges  to  surplus ,  just  as  bad  debts 
in  excess  of  reserves  are  in  commercial  practice.  As  a  matter 
of  fact;  under  proper  accounting  the  net  effect  of  the  inclusion 
of  the  excess  in  arriving  at  the  tax  levy  for  the  succeeding  year 
should  be  nothing  more  or  less  than  the  determining  of  the  current 
surplus  or  the  deficit  of  each  year,  to  be  carried  as  an  asset 
or  as  a  budgetary  requirement  of  the  following  year.   If  a  net 
current  surplus  is  carried  from  one  year  to  the  other,  the  amount 
to  be  levied  by  taxation  is,  of  course,  reduced.  If  a  net  cash 
deficit  or  current  deficit  is  carried  from  one  year  to  the  next 
year,  the  levy  for  the  second  year  is  correspondingly  increased. 

On  the,  liability  side  of  the  balance  sheet,  the  item 
shown  as  "appropriation  balances"  consists  partly  of  continued 
appropriations  for  capital  improvement  programs  offset  in  large 
measure  by  asset  accounts  for  bonds  authorized  but  unissued. 
These  unexpended  appropriation  balances  do  not  represent  current 
demands  for  cash  or  current  liabilities  due  and  payable.   They 
are  partly  current  liabilities  due  and  payable  and  partly  reserves 
for  capital  projects.   The  balance  sheet  would  present  a  truer 
picture  and  be  mere  informative  if  the  amount  of  actual  current 
liabilities  at  the  end  of  each  year  were  shown  and  if  the  amounts 
reserved  for  capital  and  other  projects  were  shown  exactly  for 
what  they  are,  that  is,  reserves  for  capital  expenditures.   The 
reserves  should  be  supported  by  a  schedule  showing  the  projects 
or  improvements  and  the  amount  earmarked  for  each. 

The  balance  sheet  for  the  special  revenue  funds  in- 
cludes items  for  warrants  payable  and  reserves  for  unliquidated 
encumbrances  which  originally  arose  in  other  funds.   Under  Boston's 
method  of  accounting,  the  balance  sheet  portrays  the  actual  con- 
dition in  this  respect.  However,  it  would  serve  a  useful  purpose 
if  a  note  on  the  balance  sheet  explained  this  fact.   Some  such 
note  as  the  following  would  obviate  any  questions  as  to  why  lia- 
bilities of  general  revenue  funds  are  shown  on  the  special  revenue 
f  und  s  ba la nc  e  she  e  t : 

f,Tv\:hen  the  accounts  of  the  general  revenue 
funds  are  closed  at  the  end  of  the  year, 
the  current  liabilities  thereof  are  transferred 
to  an  unliquidated  reserve  account  in  the  special 
revenue  funds.   This  transfer  decreases  the 
cash  balance  of  the  general  funds  and  increases 
the  cash  balance  of  the  special  revenue  funds  by 
a  like  amount,  and  the  obligation  then  becomes 
a  liability  of  the  special  revenue  funds  as 
shown  on  the  balance  sheet . " 
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Neither  the  consolidated  nor  individual  fund  balance 
sheets  reveal  the  existence  of  consumable  inventories  or  fixed 
assets  of  business  enterprises.   If  the  recommendation  made 
previously  as  to  the  creation  of  asset  accounts  for  these  values 
is  adopted^  the  balances  of  such  accounts,  with  reserves  as 
required,  should  be  shown  in  appropriate  fund  balance  sheets. 
The  asset  and  surplus  position  of  the  City  is  otherwise  under- 
stated . 

It  is  not  felt  desirable  to  undertake  a  detailed 
critique  of  other  operating  statements  in  the  auditor's  annual 
report,  but  it  must  be  pointed  out  that  the  report  should  be 
carefully  reviewed  to  eliminate  the  misuses  of  terminology. 
For  example,  the  report  should  carefully  distinguish  between 
the  precise  meanings  of  the  terms  "expenditures"  and  "disburse- 
ments"^ and  "revenues"  and  "receipts",  which  are  not  synonomous 
but  which  tend  to  be  used  interchangeably.  All  obscure  item 
identifications,  of  which  there  are  many,  should  be  re  titled  or 
otherwise  identified,  and  all  footings  which  appear  as  figures 
in  other  statements  should  be  reconciled  to  assist  the  reader 
in  understanding  the  flow  of  information. 

11 .   Post  Auditing 

a.   Existing  Provisions  for  Post  Auditing:   The  function 
of  providing  post  audits  for  the  City's  accounts  is  "primarily 
the  responsibility  of  the  City  auditor,  who  may  use  personnel 
from  his  own  staff  or  outside  firms.   State  auditors,  whose  ser- 
vices are  available  at  the  request  of  the  City,  supplement  the 
work  of  the  auditor's  office. 

The  present  policy  of  the  auditor's  office  is  to  attempt 
to  assure  an  annual  audit  of  these  City  departments,  except  the 
collector's  office  and  treasurer's  office,  which  handle  signifi- 
cantly large  amounts  of  money.   In  actual  practice,  the  number 
of  audits  which  the  auditor  can  complete  with  his  own  staff  is 
limited  since  only  three  men  are  assigned  to  this  activity  on  a 
part  time  basis,  and  it  has  net  been  possible  to  adhere  strictly 
to  policy.   Public  accountants,  therefore,  have  been  engaged 
to  audit  some  departments.  Audits  are  adequate  as  to  coverage : 
and  the  follow-up  to  assure  department  compliance  with  recommenda- 
tions is  satisfactory. 

The  state  supplies  an  auditing  staff  of  seven  men, 
including  a  supervisor P  who  limit  their  work  to  the  offices  of 
the  treasurer  and  collector.   On  the  average,  audits  of  these 
departments  are  completed  every  two  years  and  while  the  coverage 
of  the  individual  audits  is  satisfactory,  steps  should  be  taken 
to  assure  at  least  an  annual  audit  of  these  key  departments. 

So  far  as  could  be  determined,  no  audits  have  been 
made  in  recent  years  of  the  fiscal  transactions  of  the  welfare 
department,  which  disburses  relief  payments  of  over  '$10,000,000 
per  year  independently  of  the  City  treasurer  and  auditor.   This 
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department  should  certainly  be  subjected  to  complete  annual  audit. 

b •   Proposed  ,  Provisions  for  Post- Audi  ting :   The 
existing  arrangement  for  post-auditing  is  unsatisfactory  on  two 
counts.   It  is  not  providing  sufficiently  frequent  post-audits 
for  some  of  the  most  important  departments,  and  the  initiation 
of  action  to  obtain  audits  is  under  the  control  of  one  of  the 
key  departments  in  the  fiscal  organization,  which  should  itself 
properly  be  subjected  to  annual  audit.   It  is,  of  course,  a  basic 
tenet  of  effective  post-auditing  to  remove  the  selection  of  audi- 
tors and  the  determination  of  audit  coverage  from  the  control, 
immediate  or  remote,  of  any  of  the  individuals  whose  activities 
are  to  be  audi tod. 

It  is  suggested  that  the  proper  administration  of  an 
adequate  post-auditing  program  could  best  be  handled  by  an  in- 
dividual selected  by  the  council,  designated  as  the  head  of  an 
auditing  department  entirely  independent  of  the  financial  offices. 
It  shou3.d  be  the  responsibility  of  this  officer  to  determine  the 
municipal  activities  which  require  auditing,  schedule  audits  in 
a  planned  program  (but  without  consulting  the  units  to  be  audited), 
and  determine  the  audit  coverage.  Audits  under  the  control  of 
this  officer  could  be  performed  by  a  permanent  staff  assigned 
to  him,  which  might  be  best  supplied  by  transferring  excess  per-;' 
sonnel  from  the  auditor's  procuditing  section;  or  bv  state  audi- 
tors  upon  request;  or  by  contract  with  outside  firms.   To  avoid 
confusion  in  department  titles,  the  name  of  the  present  auditing 
department  should  be  changed  to  that  of  ''department  (or  division) 
of  accounts",  a  title  far  more  descriptive  of  its  responsibilities 
regardless  of  the  assignment  of  post-auditing  activities.   The 
enforcement  of  recommendations  in  post-audit  reports  under  this 
plan  would  rest  with  the  council,  which  would  take  action  through 
the  division  of  accounts ., 

12 .   Office  Facilities  end  Equipment 

The  city  departments  concerned  primarily  with  financial 
administration  are  located,  for- the  most  part,  in  the  city  nail, 
but  arc  spread  widely  over  the  structure.   Space  allotments  to 
the  different  offices  are  unbalanced,  with  some  of  the  offices 
being  badly  overcrowded,  and  others  occupying  more  space  than 
required.   There  is  physical  separation  of  organization  units 
where  inter-unit  coordination  is  a  prerequisite  to  efficiency. 
This  is  undesirable  and  should  be  corrected  wherever  possible. 

Offices  are  poorly  lighted,  uncomfortably  hot  in 
summer,  and  noisy.   Public  traffic  is  heavy,  and  the  lack  of 
private  offices  for  some  of  the  key  officials  subjects  them  to 
distraction  and  interruption.  Work  output  in  terms  of   quality 
and  quantity  always  suffers  under  such  conditions. 
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It  is  recognized  that  unsatisfactory  office  conditions 
stern  for  the  most  part  from  the  general  overcrowding  of  the  city 
hall,  and  that  no  really  good  solution  to  the  problem  can  be 
reached  until  the  city  is  able  to  provide  new,  tore  extensive, 
modern  working  quarters.   It  is  suggested,  nowever,  that  a  care- 
ful survey  of  space  utilization  within  presently  assigned  office 
quarters  Might  uncover  inefficiently  employed  floor  areas  which 
could  be  reassigned  to  overcrowded  operations,  with  the  consoli- 
dation of  separated  units  uppermost  in  mind.   For  example,  the 
amount  of  space  provided  in  the  treasurer's  office  for  the  use 
of  the  public  appears  to  be  excessive  and  could  be  reduced.   Any 
expense  incurred  in  re-allotting  space,  improving  lighting,  sound- 
proofing, or  air  conditioning  would  be  <ore  than  fully  repaid 
in  terms  of  work  output  and  employe  morale. 

All  departments  are  provided  with  office  equipment  and 
machinery  regarded  as  necessary  by  them  although,  as  elsewhere 
pointed  out,  some  of  the  machinery  in  use  is  inappropriate. 

13 •  Appraisal  of  the  Organization  for  FinanciaX.A^^bAs^ra^.Jr.P.yi 

a •   Defoe ts  in  the  Pros  ,nt  Organization :   The  city's 
financial  functions  are  now  administered  by  several  independent 
agencies,  including  the  treasury,  auditing,  collecting,  assessing, 
budget  and  purchasing  departments,  and  thy  board  of  sinking  fund 
commissioners*   The  responsibilities  of  most  of  these  departments 
have  been  outlined  in  preceding  pages  and  a  number  of  specific 
organization  defects  pointed  out.   Generally  speaking,  the  exis- 
tence of  several  departments  engaged  in  administering  phases  of 
one  function,  but  reporting  separately  and  individually  to  the 
chief  executive,  inevitably  fives  rise  to  consideration  of  the 
advantages  which  might  be  found  in  another  organization  pattern. 

Specifically,  the  following  major  defects  are  discern- 
ible in  the  existing  organization: 

1.  The  allotment  of  various  phases  of  financial 
administration  to  several  independent  departments 
promotes  the  independence  of  the  offices,  prevents 
a  high  degree  of  integration,  coordination,  and 
cooperation,  leads  to  duplication  of  effort  and 
interdepartmental  Jealousy,  encourages  waste  of 
effort  on  uncoordinated  objectives,  and  helps  to 
stagnate  outmoded  procedures. 

2.  No  single  source  of  financial  information  is 
provided  for  the  guidance  of  the  ci  :y  administration, 
which  must  undertake  the  task  of  collecting  necess- 
ary operating  information  from  many  departments 

and  synthesizing  it  for  use. 

3.  The  responsibility  for  the  collection  of  taxes  and 
other  receivables  and  for  the  handling  of  cash  is 
inefficiently  divided  between  two  offices,  entailing 
all  manner  ux    unnecessary  records  and  duplication  of 
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k.     The  combination  of  preaudit  and  post-audit  functions 
in  the  auditing  department  upsets  the  system  of 
checks  and  balances. 

5.  No  provision  is  made  within  the  financial  organiza- 
tion for  centralized  control  of  the  many  problems 
of  personnel  administration,  although  personal 
services  represent  the  largest  single  object  of 
expenditures.   Actually,  the  city  has  no   central 
personnel  office. 

6.  The  isolated  position  of  purchasing  activities  makes 
it  impossible  for  the  financial  records  to  be  used 

to  the  mutual  advantage  of  all  financial  departments, 
The  supply  department  and  the  auditing  department, 
for  example,  are  both  concerned  with  the  nature 
of  requisitions,  the  status  of  open  purchase 
orders.,  the  receiving  reports,  the  control  of  supply 
stocks,  and  the  control  of  portable  property,  but 
records  and  accounts  involved  should  be  kept  in 
one  place,  available  to  both  offices. 

7.  The  potential  advantages  of  specialization  are  lost 
because  repetitive  operations  of  a  clerical 
character  must  be  provided  for  independently  in 
each  department.   Perhaps  the  most  obvious  case  in 
point  relates  to  the  inefficient  use  of  office 
machinery. 

8.  Lack  of  any  guarantee  of  reasonable  tenure  prevents 
the  staffing  of  key  positions  with  career  men. 

9.  Loose  internal  organization  within  departments, 
exemplified  by  the  inability  of  most  of  the  depart- 
ments to  present  a  clearest  picture  of  their  inter- 
nal lines  of  authority,  has  led  to  lowering  of 
personnel  morale,  ucnobservance  of  working  hours 
and  over staffing. 

k«   Proposed  Plan  of  Organization:   Any  propose il  for 
realigning  the  organization  for  financial  administration  must 
assure  the  elimination  of  the  defects  enumerated  above.   The 
elements  of  a  recommended  plan,  providing  for  the  integration 
of  certain  of  these  departments  within  a  single  department  of  . 
finance,  reassignment  of  other  activities,  and  the  introduction 
of  new  activities  as  recommended  elsewhere  in  this  report,  are 
presented  below: 

1.   The  city  should  create  a  department  of  finance 
to  administer  ail  those  predominantly  financial 
activities  of  the  city  where  integration  and 
coordination  are  important „   The  department  should 
be  headed  by  a  competent  chief  executive,  selected 
by  trie  mayor  with  council  approval.  He  should  be 
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guaranteed  reasonable  tenure  arid  be  paid  a  salary 
commensurate  with  the  responsibilities  involved. 
The  director  of  finance,  as  head  of  the  department , 
should  be  responsible  to  the  chief  executive  for 
all  activities  of  the  department.   His  office  should 
be  the  central  source  of  financial  information  and 
advice  for  the  mayor  and  council,  and  should  inte- 
grate and  coordinate  the  activities  of  subordinate 
divisions  in  accordance  with  the  policy  decisions 
of  council. 

2.  Within  the  department  of  finance,  the  city  should 
create  divisions  of  treasury,  accounts  and  control, 
purchases  and  property  control,  budget  and  personnel 
and  office  services,  each  with  a  division  head 
appointed  by  the  mayor  upon  recommendation  of  the 
chief  fiscal  officer,  and  responsible  directly  to 
the  latter.   The  assessing  department  should  not 
be  included,  since  its  activities  distinctively 
differ  from  those  of  the  other  financial  agencies, 
and  are  highly  specialized.   The  position  of  the 
board  of  sinking  fund  commissioners  should  not  be 
disturbed,  since  it  is  a  policy-making  organization 
whose  functions  will  disappear  when  the  city  con- 
verts its  bonded  debt  to  a  serial  basis. 

3-   The  treasury  division  should  assume  the  present 
functions  of  the  treasury  department  and  the 
collecting  department.   Its  functions  should  include 
the  collection  of  revenues,  the  custody  of  funds, 
and  the  disbursement  of  moneys  at  the  direction 
of  the  controller,  the  only  exception  to  the  general 
pattern  being  the  handling  of  welfare  payments. 
The  details  of  recommended  collecting  and  disbursing 
procedures  are  discussed  earlier  in  this  report.. 

4.  The  division  of  accounts  and  control  should  assume 
the  present  functions  of  the  auditing  department 
and  those  additional  duties  proposed  herein,  with 
the  exception  of  its  post  auditing  responsibilltes 
which  would  be  transferred  to  the  new  post  auditing 
department  elsewhere  proposed.   The  head  of  the 
division  should  carry  the  title  "controller." 

5.  The  division  of  purchases  and  property  control 
should  assume  the  present  functions  of  the  supply 
division.   While  this  department  is  not  under 
consideration  herein,  it  may  be  stated  that  the 
necessity  for  close  coordination  between  this  ac- 
tivity and  the  preauditing- and  accounting  activities 
of  the  division  of  accounts  and  control,  and  the 
opportunities  for  reduction  of  duplication  of  effort 
are  so  great,  as  to  justify  its  inclusion  in  the 
department  of  finance. 
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6.   The  division  of  budget- end  personnel  should  assume 
the  present  responsibilities  of  the  office  of  the 
budget  commissioner,  with  added  duties  and  author- 
ity as  proposed  elsewhere  herein,  under  a  director 
of  budget  and  personnel.   These  added  responsibili- 
ties should  include:   (a)   the  authority  to  make 
continuous  studies  of  the  operation,  staff,  plant, 
equipment,  and  operating  policies  and  procedures  of 
the  various  departments,  and  of  means  and  methods 
for  bringing  about  improvements  agreed  upon  or 
ordered  by  the  mayor;  (b)  the  administration  of  the 
allotment  system,  with  authority  to  approve  or 
disapprove  changes  in  allotments  throughout  the 
year;  (c)  the  responsibility  for  reviewing  requests 
for  changes  in  appropriations  and  recommending 
action  thereon  to  the  mayor  and  council;  and 
(d)  the  responsibility  for  the  development  and 
administration  of  a  personnel  classification  and 
c ompensa t  io n  plan . 

7*   The  division  of  office  services  should  be  respon- 
sible for  such  centralized  stenographic,  copying, 
mimeographing,  addressing,  telephone,  mail,  mess- 
enger, and  filing  services  as  may  be  required  for 
all  units  in  the  department  of  finance,  within  the 
limits  imposed  by  the  disorganized  office  facilities 
available.   This  division  could  alsc  function  as 
a  service  bureau  for  other  departments  of  the  city 
government,  and  could  be  made  responsible  for 
dispatching  all  the  outgoing  mail  of  the  departments 
located  in  the  city  hall, 

c.  Advantages  of  the  Proposed  Plan:   The  proposed 

plan  of  organization  would  provide  i  ♦cahes'ive  department  of  finance 
with  unmistakable  lines  of  authority  from  the  chief  fiscal  offi- 
cer downward,  and  of  responsibility  from  the  lowest  position  to 
the  highest.   The  structure  is  designed  to  provide  for  effective 
supervision,  direction,  and  coordination  of  all  activities  and 
to  permit  the  installation  of  procedures  that  will  free  the  chief 
fiscal  officer  from  routine  details,  eliminate  duplication  of 
work  and  records,  and  afford  a  basis  for  the  exercise  of  financial 
control  to  a  degree  impossible  of  attainment  under  the  existing 
arrangement.   Much  of  the  effectiveness  of  the  plan  will  depend 
upon  the  adoption  o'£  procedures  proposed  elsewhere  in  this  report. 

d .  The  Position  of  Treasurer  and  Contrcller  in  the 
Proposed  Department  of  Finance:   The  utmest  care  must  always 
be  taken  in  the  creation  of  centralized  departments  cf  finance 
to  preserve  essential  internal  checks  while  providing  the  mach- 
inery for  integrating  and  coordinating  financial  processes.   wrhen 
departments  are  entirely  independent  of  one  another,  as  Is  the 
present  case,  the  very  independence  of  department  heads  insures 
against  the  acceptance  of  crders  to  take  actirn  which  would  re- 
sult in  illegal  disbursement  or  other  improper  use  of  public 
funds;  but  this  extreme  independence  simultaneously  insures 
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against  the  desired  inter-departmental  cooperation.   Conversely, 
the  -*ct  of  placing  all  of  the  financial  departments  under  the 
direction  of  a  single  executive  should  result  in  the  attainment 
of  coordination  and  integration  but,  unless  proper  safeguards 
are  provided,  might  operate  to  sacrifice  vital  checks  and  balances 
to  what  might  very  veil  be  the  less  important  over-all  objective. 
In  concrete  terms,  it  would  certainly  not  be  desirable  to  place 
a  controller,  who  is  responsible  for  reviewing  the  propriety  of 
claims  against  the  city,  and  a  treasurer,  who  is  responsible 
for  the  actual  disbursement  of  moneys,  in  such  a  position  that 
their  jobs  might  depend  upon  unquestioning  acquiescence  to  the 
possibly  illegal  instructions  of  a  single  executive. 

Ta   the  central  department  of  finance  recommended  herein 
it  is  specifically  contemplated  that  the  authority  of  the  con- 
troller to  refuse  authorization  for  improper  payments  and  of  the 
treasurer  to  refuse,  to  make  improper  disbursements  be  preserved 
by  protecting  these  officials  from  removal  from  office  by  direct 
action  of  the  departmental  chief  executive,  and  by  exempting 
their  actions  to  authorize  and  disburse  payments  from  the  control 
of  the  department  head.   The  department  head  must,  of  course, 
be  accorded  a  voice  in  the  selection  of  subordinates,  and  must 
be  permitted  to  recommend  removal  for  cause;  but  authority  to 
effect  removal  should  be  vested  in  the  city  council.   The  de- 
partment head's  authority  to  Impose  his  will  on  subordinates 
where  administrative  processes  or  objectives,  and  ccordinatlnn 
and  integration  of  activities  are  concerned  must  be  unquestioned 
if  centralization  is  to  yield  full  fruit. 

e .  Assignment  of  Responsibility  for  Tax  Billing :   The 
organization  plan  proposed  herein  does  not  provide  for  any  changes 
in  the  position  or  responsibility  of  the  assessing  department 
because  of  the  nature  of  its  activities .  A  prcpesal  has  been 
brought  forward  by  other  agencies  involving  the  transfer  of 
the  responsibility  for  preparing  tax  bills  from  the  assessing 
department  to  one  of  the  other  financial  offices.   The  theoret- 
ical basis  of  this  proposal  is  quite  sound,  since  tax  billing  is 
a  specialized  clerical  operation  unrelated  to  the  primary  assessing 
task  of  arriving  at  property  valuations  for  tax  purposes,  and 
would  appear  to  be  transferable  as  a  package. 

Buch  a  transfer  is  not,  however,  recommended  herein 
for  two  reasons.   The  first  lies  in  the  loss  of  checks  and 
balances  which  would  be  occasioned  by  transfer  of  billing  work 
to  either  the  treasurer's  office  or  the  controller's  office, 
since  in  the  one  case  the  treasurer's  office  would  be  establishing 
its  own  responsibility  for  the  amount  of  collectibles,  while  in 
the  other,  the  controller  would  be  the  agency  responsible  for 
both  the  establishment  of  receivables  and  the  accounting  for  them. 
The  second  reason  lies  in  the  necessity  for  mutual  use  of  assess- 
ment records  by  the  assessors  and  by  whatever  office  prepares 
bills,  not  only  at  the  time  of  original  billing,  but  continuously 
throughout  the  year.   Separation  of  the  records  of  assessment 
from  the  billing  operation  would  create  a  substantial  problem 
of  coordination,  to  such  an  extent  that  additional  personnel  would 
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most  surely  be  required. 


Accordingly,  it  is  believed  that  the  preparaticn  of 
tax  bills  can  be  most  efficiently  and  economically  handled  as 
at  present,  while  providing  internal  check,  and  should  not  be 
transferred  to  another  financial  agency. 

f .   The  Effect  of  Statutes  on  the  Proposed  Plan : 
Implementation  of  the  proposed  plan  of  organization  for  finan- 
cial administration  would  require  a  careful  study  of  the  con- 
siderable body  of  general  and  special  statutes  which  have  applica- 
tion.  Generally  speaking,  action  by  the  mayor  and  council  to 
reorganize,  consolidate,  or  abolish,  in  whole  or  in  part,  any 
of  Lhe  departments  of  the  city,  or  to  transfer  the  duties ,  powers 
and  appropriations  of  one  department  to  another  is  permitted 
by  the  statutes  (Chapter  22,  Acts,  193^),    and  this  authority 
would  appear  to  be  sufficient  for  many  of  the  proposals  made 
herein.   In  the  case  of  the  consolidation  of  the  office  of  the 
collector  with  the  treasurer, it  might  be  simpler  to  designate 
the  treasurer  as  ex  officic  collector  of  taxes,  since  the 
statutes  are  riddled  with  specific  references  to  this  office, 
especially  in  connection  with  the  prescription  of  the  methods 
of  collecting  taxes. 

m .   Results  Attainable  by  Adopting  the  Recommendations 

Many  of  the  recommendations  of  this  report,  if  adopted, 
would  operate  to  reduce  expenditures;  others  would  tend  to 
increase  expenditures  but  to  improve  service  and  increase 
efficiency.   The  intangible  nature  of  many  of  the  proposals 
makes  it  impractical  to  attempt  to  determine  the  precise  costs 
or  savings  involved.   For  example,  the  proposals  inv civ ing  large 
scale  simplification  of  the  methods  of  handling  payrolls  are  not 
of  such  a  nature  that  the  value  thereof  in  dollars  and  cents 
can  be  estimated.   The  same  thing  may  be  said  of  the  reorganiza- 
tion plan,  or  of  the  plan  for  revision  of  the  system  of  controlling 
disbursements.   Nonetheless,  there  is  not  the  slightest  basis 
for  doubt  that  the  recommendations,  if  given  effect,  would  con- 
siderably raise  the  level  of  achievement  in  the  departments  and 
effect  a-  substantial  decrease  in  the  total  costs  involved. 

It  is  of  interest,  in  spite  of  the  intangible  nature 
of  many  of  the  recommendations  in  this  report,  to  examine  the 
measurable  savings  attaching  to  two  of  the  mnre  tangible  propo- 
sals.  The  elimination  of  the  statistical  and  tabulating  operation 
in  the  collector's  office  would  save  approximately  $25,000  per 
year ;    and  the  reduction  of  employes  handling  payroll  deductions 
records  in  the  treasurer's  office  would  save  abcut  $7,780.00  per 
year.   Thus,  these  two  actions  alone,  the  savings  arising  from 
which,  happen  to  be  measurable  in  character.,  could  result  in 
annual  savings  of  $32,?80,  yet  represent  a  small  portion  of  the 
total  realizable  savings. 
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APPENDIX  A 


Classification  of  Expenditures 


1-   Objectives  of  Expenditure  Classifications 

Expenditure  classifications  should  provide  all  the 
pertinent  information  needed  for  effective  financial  administra- 
tion.  The  information  should  be  so  arranged  that  it  can  be  used 
for  current  managerial  action  and  for  planning  for  the  future. 
If  all  the  information  needed  for  these  purposes  can  be  obtained 
from  one  unified  and  integrated  system  of  accounts,  it  is  evident 
that  duplication  of  effort  can.  be  avoided,  greater  accuracy  can 
be  assured,  and  all  the  financial  reports  can  be  supported,  in 
turn,  by  adequate  vouchers. 

2 .   Expenditure  Classifications  heeded 

aii  outline  of  tne  general  types  of  expenditure  classi- 
fications that  are  needed  is  presented  in  the  following  para- 
graphs i 

a.  Bases  of  the  Classification  of  Expenditures;   The 
classification  of  accounts  should  provide  for  a  breakdown  of 
expenditures  on  tne  following  bases: 

Character 

Or  gaiii  za  t  i  on  uni  t  s 

Major  or  primary  functions 

Activities 

Kinds  of  services  and  commodities  (object) 

b.  Classification  of  Expe adi tur e s  by  Char a c t er ;   The 
standard  classification  of  expenditures  by  character  is  as  follows 

Ordinary  recurring  expenses 
Extraordinary  expenses 
Capital  outlay 
Debt  service 

Ordinary  recurring  expenses  means  all  expenses  that, 
in  the  normal  course  of   administration  and  operation,  may  be 
expected  to  recur  year  after  year  in  a  more  or  less  uniform 
amount. 

Extraordinary  expenses  means  expenses  of  an  unusual 
type,  such  as,,  in  the  normal  course  of  events,   ould  not  be 
expected  to  recur  in  each  year  5  expenses  attributable  to  unusual 
conditions  or  emergencies. 


Capital  outlay  means  expenditures  for  acquiring  land, 
buildings,  equipment,  or  other  permanent  properties,  or  for 
their  construction  or  development  or  permanent  improvement, 
irrespective  of  whether  such  expenditures  are  represented  by  cash 
paid  out  or  by  liabilities  for  the  payment  of  costs  involved. 
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Debt  service  means  e  :penditures  for  the  payment  of 
interest  or  principal  on  debt,  the  sinking  fund  requirements, 
and  the  expenses  directly  connected  with  the  payment  and  account- 
ing for  these  expenditures. 

The  classification  of  expenditures  by  character  is 
fundamental.   If  all  expenditures  are  lumped  together  regardless 
of  Wiiether  they  are  ordinary  recurring  expenses',  extraordinary 
expenses,  capital  outlays,  or  debt  service,  tnere  is  no  basis 
for  the  comparison  of  expenditures  of  any  two  or  more  comparable 
periods.   Thus,  classification  by  character  is  generally  first 
applied  to  all  expenditures,  and  subsequent  breakdowns  are  ap- 
plied to  the  expenditures  of  each  character.   It  is  well  to  keep 
this  in  mind  in  connection  with  the  discussion  of  other  bases 
of  expenditure  classification. 

c •   Classification  of  Expenditures  by  Organization  Units : 
The  classification  of -expenditures  by  organization  units  provides 
simply  for  allocating  to  each  agency  of  the  city  government  all 
expenditures  made  by  it  or  made  in  its  behalf  in  pursuance  of 
its  functions i   This  information  is,  of  course,  vital  to  financial 
control.   Classification  by  organization  units,  however,  is  only 
significant  when  the  expenditures  of  each  unit  are  broken  down 
so  as  to  show  the  total  for  ordinary  recurring  expenses,  extra- 
ordinary expenses,  capital  outlays,  and  debt  service,  respectively, 

d«   C  la  s  si  f  icat  i  on  of ...  jlURendi  tures.  b%  jChara  ct  er  a.nd 
by  Major"  Functions":  The  cumulation  of  expenditures  by  major 
functions  serves  to  produce  a  summary  statement  of  the  total 
expenditures  of  the  municipal  government  for  the  major  functions 
for  which  that  government  exists.   Here,  again,  in  order  to  pre- 
serve significance  and  a  basis  for  comparison,  the  character 
classification  should  be  applied  to  the  total  for  each  major 
function.   The  best  and  the  most  widely  used  classification  by 
major  functions  is  that  which  appears  in  The  Financial  Statistics 
of  Cities  published  by  the  Bureau  of  the  Census  of  the  United 
States  Department  of  Commerce.   The  main  subdivisions  of  that 
classification  are  as  follows; 

General  Control  Corrections 

Public  Safety  Schools 

Highways  Libraries 

Sanitation  Recreation 

Health  miscellaneous 

Hospitals  Debt  Service 
Public  Welfare,  Charity 
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e.  Classification  of  Expenditures  by  Activities:   In 
the  performance  of  its  functions,  each  municipal  agency  engages 
in  certain  activities.   An  activity  may  be  represented  by  a  unit 
of  organizatiun  or  by   a  well-defined  project  or  piece  of  work 
that  may  be  covered  by  a  work  oraer.   Classification  of  expen- 
ditures of  an  agency  by  its  principal  activities  is  absolutely 
essential  for  the  purpose  of  effective  management  md  direction. 
Such  classification  is  also  necessary  as  a  basis  for  cost  accoun- 
ting and  for  establisaing  total  charges  to  be  recovered  when  the 
city  is  to  be  reimbursed  for  services  performed  or  in  establishing 
the  rates  of  fees  or  charges  for  various  city  services. 

Some  accounting  for  expenditures  on  this  basis  is  per- 
formed at  present  by  the  various  spending  agencies  $  but  there 
is  no  over-all  consistent  plan  for  the  classification  of  all 
expenditures  by  activities,   as  in  t..ie  case  of  each  other  classi- 
fication, the  total  expenditure  for  each  activity  should  be 
broken  down  by  character  so  as  to  produce  the  total  for  ordinary 
recurring  expenses,  extraordinary  expenses,  capital  outlays,  and 
debt  service,  respectively. 

f .  Clas si fie  a  tion  of  Expenditures  by  Kinds  of  Services 
and  Commodities;   The  classification  of  expenditures  ay   kinds  of 
services  and  commodities  should  be  designed  to  produce  the  amount 
expended  for  personal  services,  contractual  services  of  various 
kinds,  and  the  various  categories  of  commodities  essential  go  the 
administration  and  operation  of  trie  various  agencies  of  the  city 
government.   Without  such  a  classification,  it  is  impossible  to 
arrive  at  any  jud.  ement  as  to  the  efficiency  of  any  organization 
unit  j.n  the  utilization  of  personal  services  and  in  the  procure- 
ment and  use  of  supplies,  materials,  and  equipment,   normally, 
classification  by  kinds  of  commodities  and  services  is  combined 
with  the  classification  by  character.   The  main  classes  of 
expenditures  in  a  classification  by  character  an  by  kinds  of 
commodities  and  services  are  as  follows; 

Ordinary  recurring  expenses 
Personal  services 
Contractual  services 
Supplies  and  materials 
Current  charges 

Extraordinary  expenses  (usually  broken  down 
in  accordance  With  the  sane  ma.jor  classes 
as  ordinary  recurri  ;.g  expenses) 

Capital  outlays  . 

Equipment 

Buildin;  s  and  improvements 

Lam  and  nonstructural  improvements  to  land 
H i  g  1  iwa  y  i  m p rove  me n t  s 
Sanitation  improvements 

Debt  service 
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In  this  supplement,  the  subclasses  under  each  of  the  main  classes 
are  not  included.   In  providing  an  adequate  classification  by 
kinds  of  commodities  and  services,  the  standard  subclasses  should 
be  provided. 

The  services  and  commodities  for  which  the  city  .funds 
are  expended  are  so  numerous  that  a  very  detailed  classification 
by  kinds  would  not  be  practical  unless  mechanization  were  employed. 
Unless  the  necessary  equipment  is  obtained,  it  will  be  necessary 
to  use  a  modified  or  special  classification  of  expenditures  by 
kinds  of  services  and  commodities. 

It  sometimes  happens  that  expenditures  for  personal 
services,  supplies  and  materials,  and  current  charges  are  made 
in  connection  with  the  making  of  improvements  or  acquisition  of 
capital  assets.   In  this  case,  he wever,  the  expenditures  will 
also  be  further  classified  by  appropriations  ant;  by  separate 
allotments  or  specific  project  numbers  and  are  thus  identified, 
as  capital  outlays  so  that  the  classificatii  n  by  kinds  of  com- 
modities or  services  can  be  applied  to  each  such  outlay. 

3*  Utilization  of  tue  Several  Bases  of  Classification 

a •   Classifi e a t I  on  by  Organization  Units :   p r i i aa r y 
responsibility  for  spending  is  vested  in  the  organization  units  - 
usually  in  departments  or  divisions.   The  primary  or  basic  class- 
ification should,  tuerefore,  be  the  classification  by  or;  auizatinn 
units.  This  classificat.cn  should  be  Carried  down  to  the  smallest 
established  organization  units  and  snould  be  applied  to  budget 
requests,  budget  estimates,  the  appropriation  ordinance,  budgetary 
allotments,  and  expenditures.   Every  appropriation  should  bo  made 
to  some  unit;  organization  as  every  appropriation  is  an  authoriza- 
tion to  some  unit  or  some  authority  to  take  the  initiative  in 
making  necessary  expenditures  or  in  paying  obligations. 

b.   Classification  by  Character;   as  ias  been  stated 
the  classification  by  character  is  fundamental.   It  should  be 
applied  to  the  budget  requests,  budget  estimates,  appropriations, 
allotments,  and  expenditures  of  each  organization  unit.  Actually, 
when  it  is  applied  to  budget  r  quests,  budg?t  estimates  and  appro- 
priations, it  is  then  automatically  applicable  to  budget  allotments 
and  expenditures. 

c-   Clas si ficat i on  by  Character  and  by  hinds  of  Services 
a  rid   C  omm  od  i  t  i  e  s  :   Budget  requests  and  budget  estimates  of  each 
organization  unit  should  be  i  etailed  by  kinds  oT   services  and 
commodities  for  each  of  the  character  classes  of  expenditures. 
Budget  estimates  of  expenditures  should  be  prepared  in  great 
detail  as  the  basis  for  determining  the  amounts  of  appropriations. 
But  too  much  itemization  of  appropriations  is  objectionable 
because  it  unnecessarily  restricts  the  administrat  .on  of  the 
spendinf  agencies  and  leads  to  an  elaborate  system  of  transfers 
among  appropriations  which  accomplishes  nothing,   flexibility  in 


appropriations  is  desirable  if  adequate  expenditure  control 
measures  are  provided.   These  control  measures  are  provided  by 
the  budgetary  allotment  and  budgetary  accounting  systems.   In 
line,  therefore,  with  good  budgetary  practice,  appropriations 
for  ordinary  recurring  expenses  should  be  made  in  a  lump  sum  for 
each  organization  unit,  for  each  capital  outlay  i"cem  for  each 
organization  unit,  and  for  each  item  of  debt  service  to  the 
organization  unit  or  authority  responsible  for  initiating  action 
to  effect  payments  of  debt  service  charges.   In  addition,  there 
is  a  group  of  general  fund  miscellaneous  items  of  ordinary  re- 
curring expenses  which  cannot  be  properly  included  in  appro- 
priations for  the  expenses  of  operation  and  maintenance  of  any 
organization  unit.   A  separate  appropriation  for  e'ach  such  item 
should  be  made  to  the  organization  unit  responsible  for  initia- 
ting action  to  effect  the  necessary  expenditure. 

If  appropriations  are  requested  for  extraordinary  ex- 
panses, each  such  request  should  be  supported  by  all  the  facts 
as  to  the  needs  for  the  expenditure  and  as  to  the  extraordinary 
character  of  such  needs  and  by  detailed  estimates  classified 
by  kinds  of  services  and  commodities  required.   A  separate  lump 
sum  appropriatim  for  each  approved  extraordinary  expense  project 
should  be  made  to  the  organization  unit  concerned.   This  practice, 
however,  should  be  reserved  for  items  that  are  truly  extraordinary. 

Allotments  from  appropriations  should  be  more  detailed 
than  are  the  appropriations,  but  again,  it  is  inadvisable  to 
restrict  unduly  the  administrative  action  of  tue  unit  heads  by 
endeavoring  to  tell  them  specifically  every  purpose  for  which 
they  may  expend  money,  how  much  may  be  spent  for  each  purpose, 
and  how  much  may  be  spent  for  each  class  of  the  kinds  of  services 
and  commodities  needed  for  each  purpose.   Every  effort  should 
be  made  by  the  spending  agencies  to  adhere  as  closely  as  possible 
to  the  original  budget  estimates  as  modified  before  passage  of 
the  appropriation  ordinance.   It  is  obvious,  however,  that  strict 
adherence  to  advance  detailed  estimates  is  impracticable  and  un- 
desirable so  long  as  funds  are  not  expended  for  services  or  commo- 
dities or  purposes  not  authorized  by  appropriations,  so  long  as 
expenditures  are  kept  within  the  limits  of  the  amounts  of  the 
appropriations  to  which  they  are  properly  chargeable,  and  so 
long  as  personal  service  expenditures  are  controlled  through 
the  authorization  of  positions. 

Allotments  from  appropriations  for  ordinary  recurring 
expenses  should  be  established,  therefore,  for  each  main  class  of 
the  kinds  of  services  and  commodities  necessary  for  the  operation 
of  the  activities  of  the  organization  units.   This  will  allow 
the  unit  heads  to  exercise  some  discretion  as  to  the  detail 
expenditures  for  ordinary  recurring  expenses.   Allotments  for 
capital  outlays,  on  the  other  hand,  should  be  itemized  as  may 
be  necessary  to  afford  effective  control  of  the  expenditures 
thereunder. 


The  expenditures  of  each  organization  unit  should, 
however,  be  analyzed  in  detail  by  character  and  by  kinds  of 
commodities  an<J  services,  as  otherwise  the  spending  agencies 
can  have  no  adequate  basis  for  detailing  their  budget  requests 
and  no  means  is  afforded  for  preparing  expenditure  reports 
that  will  disclose  that  expenditures  were  made  only  for  ser- 
vices and  commodities  of  the  kinds  normally  necessary  for  the 
administration,  operation,  and  maintenance  of  eaci  organization 
unit  and  in  amounts  not  out  of  line  with  the  detailed  budget 
requests  and  demonstrated  needs,   moreover,  the  costs  of  services 
and  commodities  largely  determine  the  cost  of  government  func- 
tions and  there  can  be  no  appraisal  of  costs  in  the  absence  of 
information  as  to  the  amounts  expended  for  the  various  kinds  of 
services  and  commodities. 

d»   Classification  by  Major  Functions;   The  classifica- 
tion by  major  functions  should  be  applied  to  all  e  iponditures 
of  the  city  and  the  total  for  each  function  should  bo  Token  down 
by  ordinary  recurring  expenses,  extraordinary  expenses,  capital 
outlays,  and  debt  service,  respectively.   Expenditure  statements 
disclosing  to  broad  general  purposes  for  w  ilea  public  moneys  are 
expended  and  the  amounts  expended. for  each  purpose  are  indispens- 
able to  the  city  council  and  to  the  administration  in  provid  ng 
a  balanced  expenditure  program  for  the  city  as  a  whole,  under  which 
each  major  function  is  allotted  a  fair  share  of  the  resources 
available  for  appropriations.   Such  statements  afford  a  basis  for 
easy  comparisons  with  other  cities  as  to  the  proportions  of  total 
resources  devoted  to  the  several  major  functions,   statements' 
accompanied  by  graphic  charts  arc  a  useful  mea.LS  of  informing 
the  citizens  and  taxpayers  as  to  the  purposes  to  which  their 
moneys  are  devoted.   To  accomplish  t..,is  classification,  no 
expenditure  accounts  for  major  functions  need  be  maintained. 


Host  of  the  organization  units  and  their  expenditures 
can  be  grouped  by  ,iajor  functions.   Expenditures  for  purposes 
other  than  the  operation  and  maintenance  of  organization  units 
can  likewise  be  easily  grouped  by  Major  functions.   Borne  mis- 
cellaneous expenditures  and  the  expenditures  of  each  of  a  few 
organization  units  may  apply  to  two  or  more  major  functions.   In 
sucn  cases,  the  expenditures  would  have  to  be  analyzed  and 
allocated  to  major  functions,  but  great  exactitude  in  this  is 
not  r  jquired  since  close  approximations  in  rounded  out  figures 
serve  the  purpose  of  such  classifications  better  than  exact  figures 
in  dollars  and  cents. 

e.  Classification  by  Activities:   Classification  by 
activities  need  not  be  applied  to  the  expenditures  of  every  or- 
ganization unit.   In  fact,  it  should  be  applied  only  in  the  c  ses 
of  t.iose  organization  units  that  have  a  number  of  easily  identi- 
fiable, activities,  projects,  or  jobs  for  which  it  is  both  necessary 
and  desirable  to  accumulate  costs.   In  the  cases  of  some  units, 
activity  costs  are  indispensable  to  the  Management  of  the  unit 
because  they  constitute  the  basis  for  the  exercise  of  administra- 
tive expenditure  control  to  insure  that  some  activities  will  not 
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not  be  on  a  luxury  basis  while  others  are  starved,  and  to  guard 
against  the  losses  and  inefficiencies  that  result  from  failure  of 
the  activities  to  snare  in  available  appropriations  in  due  pro- 
portion according  to  their  respective  demonstrated  needs  under 
a  significant  and  coordinated  work  program  for  all  of  them. 
Project  and  job  costs  are  frequently  required  for  a  variety  of 
purposes. 

f.   Expenditure  Codes:   To  facilitate  the  use  of  expen- 
diture classifications  on  the  several  bases  outlined  above,  a 
complete  classification  on  each  basis,  wi'tli  a  numerical  code  to 
designate  the  classes,  should  be  provided.   Such  codes  provide 
a  ready  means  of  indicating  expenditure  classes  on  each  expendi- 
ture voucher  regardless  of  the  metnod  of  expenditure  analysis 
employed. 


